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What 
goes on 


Over-the-Counter? 


A lot. Because the “over-the- 
counter market” is the world’s big- 
gest securities market—where more 
than 40,000 different stocks and 
bonds are traded. It offers a variety 
of issues that cover virtually the 
entire range of investment interests. 

Here experienced investors look 
for “beginning stocks” that show 
unusual potential for growth. 

Here the income-minded investor 
can find seasoned stocks that have 
paid dividends every year for more 
than 100 years. 

Here institutional buyers and 
other conservative investors look 
for government, municipal, and 
corporate bonds. 

In short, the over-the-counter 
market is all things to all kinds of 
investors. 

And yet, surprisingly enough, it’s 
a market that is completely over- 
looked by many security owners. 

Why? Because it’s something of 
a mystery to them. Because they 
can’t quite comprehend a market 
that operates without a market- 
place. Because 
they don’t un- 
derstand how 
dealers arrive at 
security prices 
through bar- 
gaining by 
phone or tele- 
type rather than 
negotiating on 
the floor of an 
exchange. 

If you for one 
fee! that you'd 
like to know 
more about this biggest of all se- 
curity markets, we'll be glad to 
send you a copy of our new book- 
let, “Over-the-Counter Securities.” 
It’s yours for the asking — no 
charge, no obligation. 

Just send your request to— 





Department SF-96 


Merrill Lynch, 
Pierce, Fenner & Smith 


INCORPORATEO 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
Offices in 112 Cities 
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Mills } reports for its 31st year| « 





New All-Time Record Sales: $545,998 493) 
New All-Time Record Earnings: $16,817,466 


General Mills’ Annual Report for 1958-59 is a 
story of progress. Thanks to the devoted efforts 
of the thousands of men and women who make 
up our company, this record has been made 
possible. Our thanks, also, to the millions of 
customers who buy the company’s ever- 
expanding variety of products. 
The figures below provide the barest skeleton 
of General Mills’ financial performance for its 
How The 3lst year. You are invited to write for a free 
copy of the complete report. Address: Public 
Relations Department, General Mills, 9200 WI 
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to ind 
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AS I SEE IT... 


By James J. Butler 


With God’s Help the way can be found — 
To live and let Live in Friendship! 


i Eisenhower-Khrushchev visits hold out the 
greatest hope a troubled world has been permitted 
to indulge since World War 2 came to an end. Per- 
haps at no time in past history has it been given 
to two individuals to have an appointment with 
destiny with so much at stake. This, then, is a time 
for optimism, for a spirit of open-mindedness with 
no flexing of muscles or rattling of sabres. On either 
side! 

It is fortuitous that the groundwork for the ex- 
change visits has been so competently laid by Vice 
President Nixon to whom must be given a major 
share of the benefits to mankind that seem ahead. 
He set the stage by elevating to a new plateau of 
amicability, relations between the leaderships of the 
two Nations upon whose wisdom in time of crisis, 
rests the future of uncounted millions of people the 
world over. 

To his everlasting credit, Mr. Nixon achieved the 
prime objective of his visit to Russia without yield- 
ing an iota of determination or self-respect, loss of 
which could have been more disastrous than a crush- 
ing defeat on the field of battle. Khrushchev put 
Nixon to the acid test on the day of his arrival. 

The Vice President didn’t break; he didn’t even 
bend. He took on the Boss of the Russias in toe-to- 
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toe exchange and personified the finest of a virile, 
unafraid Americanism. Nixon magnetized the Rus- 
sian No. 1 man and his people: they had been used 
to watching puppets and men who are weak and 
afraid, wilt under Khrushchev’s standardized attack 
and now they were seeing a fighter who gave no 
quarter and, even more amazing to them, asked none. 


The Intelligent Courage of Nixon Wins! 


Had Nixon cowered like some of the rest, his mis- 
sion would have come to naught, filed away among 
the incidents of Kremlin official life. But the stand 
he made may have changed the course of interna- 
tional affairs for generations at least, possibly for 
centuries. The reaction of Khrushchev was imme- 
diate: He suggested it might be well for him to 
visit America and for The President to come to 
Russia. 

(The overture was made by Khrushchev, not 
Nixon). For the first time in 14 years the diplomatic 
cards were on the table, the game was to be played 
out in the open with civilized rules prevailing! 

The Vice President’s practiced self-discipline, his 
calmness in the face of a calculated effort to anger 
him by oral blitzkrieg, carried the day. The Russians 
who greeted him on his travels after that first en- 
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counter knew that here was a man who had “met 
the Champ” and had come away unmarked. He 
captivated the people. And Khrushchev was not slow 
to grasp the implications! 


The Answer Comes in Poland 


Perhaps Nixon’s greatest triumph was in Poland. 
That visit may be regarded by historians as the 
turning point in world affairs of the mid-20th Cen- 
tury. Here was a deeply religious people with tradi- 
tions that reject all that communism stands for. 
To them Nixon was the symbol of the freedom they 
have temporarily lost, and they roared their welcome 
until it must have echoed through the halls of the 
Kremlin. They carried on with openness that ap- 
proached a taunt to their oppressors and they dem- 
onstrated, for all to see, that the communism of 
Poland today is indeed a thin veneer. It was a cal- 
culated risk for Nixon and, more so, for the Poles. 
But the Vice President handled the visit on the 
highest level of diplomacy: he exuded friendship, 
with no attitude of censure for people who had let 
their liberties slip away. He came as a friend not 
as an agent provocateur, or traveling missioner to 
exhort them to hit the sawdust trail of resistance. 
And he left that way. 

Whether the mutual invitations to the heads of 
state might have come eventually can be speculated. 
The significant thing is that it happened at the 
height of a peaceful invasion of Russia by an Amer- 
ican leader who walked a diplomatic tight-rope with- 
out a falter. The cause-and-effect is patent. 


Basis for Face-to-Face Meeting Established 


This much is certain: Khrushchev is no ordinary 
tourist, and Eisenhower is not one to make a pre- 
cedent-shattering trip unless he has assurance that 
it holds the promise of materially advancing the 
objective of world peace. Neither man has anything 
to gain, or lose, politically; neither “needs” the trip 
for personal aggrandizement. There can be but one 
motivation: Genuine aspiration to relieve tensions 
that have held the two countries in armed truce for 
more than one decade. 

No longer is there debate as to which power might 
prevail in all-out war into which would be thrown 
horrible forces of destruction that would wipe out 
all participating Nations. Whichever destroys the 
other destroys himself by the same stroke. By now, 
all hands must be persuaded to the belief that there 
is room for economic expansion to over-tax the pro- 
ductive and distributive capacities of both sides. The 
economic war, like the nuclear war, can but lay 
waste all who wage it. The preliminary skirmishes 
have proved to the Russians that their ground rules 
are all wrong, and that paper victory is in truth, 
defeat. 

For a certainty, the Russian miner, factory hand, 
farmer, professional worker, all others, want more 
of the better things in life. They must realize that 
these things are within reach, attainable at less ex- 
penditure of time and muscle than is required of 
them today for insufficient comfort, diet, recreation. 
Surely the politburo knows this. 
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Few families have escaped saddening by war and 
its results. But the people, including some of their 
leaders, have a distorted notion of the Free World’s 
aims and methods, and of the degree of peaceful 
happy existence that goes on in Nations they have 
been led to believe are warlike and grasping. 

There is only one way to disabuse their minds: 
have their leaders — the top ones — come here, 
mingle with the people at all economic and social 
levels, examine the products, methods, and end pur- 
poses of free enterprise. Up to now only the seconi- 
or third-level Reds have visited us. They returned 
to Russia muzzled in a censorship of expression 
which, of course, cannot be clamped upon Nikita 
Khrushchev. 


Lets Give It a Chance! 


Irrespective of the high aims and efforts of the 
two world leaders, the exchange can come to naught 
if senseless, or misdirected, demonstrations of bad 
manners or violence mar either visit. There must be 
neither acts of disrespect nor other performances 
which will give support to the Communist theory 
that democracy breeds hoodlumism and boorishness. 
Chauvinism must be placed under wraps for the 
duration; extroverts whose “patriotism” is clamor 
and insult must be urged to hold their peace; the 
professional “defenders” must stack their arms -—— 
figuratively AND literally. The big opportunity 
can be blown by one or a series of unfortunate in- 
cidents. 

The United States has had a top salesman on 
Russian ground in the person of Richard M. Nixon, 
who took full advantage of the unprecedented oppor- 
tunity to tell first-hand the story of the United 
States to the Soviet people. 


President Eisenhower Will Be Received 
With Acclaim 
We are fortunate indeed that in President Eisen- 


hower we have such a highly talented negotiator, } 


who is bound to do an outstanding job in his rela- 
tions with Nikita Khrushchev. Conditions are in his 
favor. He will be warmly received in Russia because 
he is to them, first of all, the great military man 
who commanded their forces, and others, and beat 
back the threat to their national existence, in World 
War 2. Had he failed, serfdom would have been 
their fate — a serfdom lower than any they can 
imagine today. His physical presence will help every 
Russian to relive his country’s greatest hour. This 
time he comes with a message of peace, with a 
record of consecration to that objective as real as 
they knew his dedication to the defeat of their 
military enemies two decades ago. The Kremlin can- 
not receive him as less than the Great Deliverer and 
there is no evidence of desire on their part otherwise 
to receive Ike. 

Just as Khrushchev will see much that must win 
his praise and compliment in the United States, 
Eisenhower will find evidence of progress in Russia 
which he should, and will, applaud without restraint. 
Presence of the two leaders on platform there and 
here is certain to have an inspiring influence upon 
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We have geared our industrial system to meet the 
“Red menace”; we have charted our scientific pro- 
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change visits. The world awaits the outcome. Prayer- 
END 


fully. 
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Speculative Vs. Investment Market Aspects 


Partly due to conjecture about a possible easing in the cold war, the enthusiasm of stock 
buyers has been tempered for the present, but the market, which receded only moderately 
last week, has started this week under greater pressure. Aside from the steel strike, pros- 
pects for business and earnings remain favorable. Sound stocks, with bright prospects 
into 1960, should be held, although the market may face more late-summer testing. 


By John W. Vandeveer 


O N the whole, the market was not greatly 
changed over the past fortnight. A rise to another new 
high by the industrial average in the first trading 
session last week was followed by a minor dip which 
has gathered momentum at the beginning of this 
week. At its lowest level, the rail average extended 
its sell-off from its early-July recovery high. The 
recent gradual improvement in utilities carried 
further up to the end of last week. 

Special interest centered, of course, in news of the 
coming exchange of visits between Premier Khrush- 
chev and President Eisenhower, raising conjecture 


MEASURING MARKET SUPPORT 
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about a possible easing in the cold-war tension and 
the later implications for U. S. defense spendiiig. 
Whether any significant change in the picture will 
actually result remains to be seen. The unsatisfac- 
tory outcome of past dealings with the Kremiin 
would not seem to justify great expectations in the 
present instance. 

Moreover, if one could envision a later contraction 
in our defense spending, that would be to the good. 
It could not come quickly in any event. It would be 
gradual; and its impact on the economy would almost 
certainly be balanced by a stimulative cut in Federal 
taxes and/or increased Federal spend- 
ing on public projects that would be 
beneficial to business and the country 
as a whole, such as reclamation of desert 
areas and urban re-development, school 
construction, etc. 

It is problematical to what extent the 
news was reason or excuse for easing 
and irregularity in the market. Prob- 
ably it gave some added push to the sag 
in electronic-space-age stocks, but at 
least a technical adjustment here could 
not long have been avoided anyway, fol- 
lowing excessive prior advance. Rails are 
burdened more by the steel strike than 
anything else. Most aircrafts had long 
been under pressure. Many stocks with- 
out any “war-baby” flavor have reacted 
substantially from recent highs at 
which large advances had made them 
technically vulnerable. Examples include 
drugs, home appliances, office equip- 
ments and tires. On the other hand, 
there was some improvement in such 
groups as coal, shipbuilding and ship 
ping. 

Both as a factor in the general 
market and the market cross-currents, 
it would not be surprising if the 
Khrushchev visit, upon reflection and 
thought, had less sharp impact on the 
market. Short of all-out war, investors 
are never long diverted from preoccupa- 
tion with such normal considerations as 
business prospects, earnings, dividends, 
monetary factors, price-earnings ratios, 
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dividend yields, bond yields, 
etc. 
Of the above, only the 


TREND INDICATORS 





high price-earnings ratios 
of many popular stocks, 
tightening money and the 
spread of bond yields over 
stock yields are on the un- 
favorable side. But that has 
been so for some time, with- 
out halting the market’s 
advance. It does not neces- 
sarily preclude further ad- 
vance ahead, although the 
breadth and vigor of de- 
mand for stocks will bear 
watching at this stage; and tJ 
a further consolidating or — 
corrective phase might be 
needed in nearby days or 
wee Ks. 


Signs Of Less 
Aggressive Demand 


Our support meas- 
urements, as charted here- 
with, show a narrowing of 
the favorable spread be- 
tween demand for and sup- 
ply of stocks; but have 
given no definite warning 
signal. 

However, this does in- 
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dicate that ‘the market as a 
whole is less vigorous than 
has been suggested, on the 
surface, by the 60-point 
rise (roughly 9.6%) of the Dow industrial average 
from the June 9 minor-reaction low to the recent 
high. Wider spreads of demand over supply were 
seen earlier in the year. 

There were other indications of less aggressive 
demand for stocks, prior to last week’s easing. 
Trading volume was smaller than in earlier periods 
of market strength. It was the smallest in some time 
in the Monday, August 3, trading session, when the 
Dow average gained 3.22 points to a peak of 678.10. 

Again, in that same session, individual stocks 
making gains exceeded downside issues by only some 
five to four. In the prior week, with the average up 
11.16 points and showing some gain in each session, 
the balance was closer, with 662 stocks up on the 
week, 612 down. Nevertheless, despite four days of 
easing, only about a third more stocks lost ground 
last week than gained; there was no significant in- 
crease in trading volume as prices receded ; and turn- 
over contracted a bit in the final session, despits its 
moderate further erosion of prices. Thus, while 
demand for stocks is more restrained and selective, 
reluctance to sell is still manifest unless a definite 
development in world affairs should accelerate the 
decline. 

Investment-trust reports indicate a further grad- 
ual shift toward caution — or perhaps it would be 
more accurate to say toward less bullishness. Partly 
due to some narrowing in the ratio of sales of mutual 
fund shares to redemptions, stock purchases by open- 
end stock. funds exceeded sales in dollar totals by 
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only some 50% in the quarter ended June 30, against 
around 70% in the first quarter and over 100% in 
the 1958 final quarter. For the balanced mutual 
funds, stock buying and selling were close to a 
stand-off in the recent quarter. The same had been so 
in the first quarter, against about a 40% excess of 
purchases over sales in the fourth quarter of 1958. 


Partial Shift To Bonds 


Unaffected by redemptions, closed-end investment 
companies did less than 2% more stock buying than 
selling in the second quarter, against a buying excess 
nearer 20% in the first quarter and not much under 
60% in the 1958 fourth quarter. On the whole, in- 
vestment companies have significantly stepped up 
purchases of Treasury obligations for improved 
yield and liquidity. This demand is predominantly, 
though not solely, for short-term issues. Long-term 
bonds have rallied a little, but no doubt would be 
under pressure if Congress authorizes long-term 
Treasury financing at free-market rates above the 
present 414% limit. s 

Business gains will follow termination of the steel 
strike. A record year is still indicated, although the 
second-half rate of gain in output and in profits will 
be much slower than in the first half. There is no- 
thing yet to suggest more than normal adjustment 
periods in the market. Investors should continue to 
hold good stocks, along with some buying reserves 
for opportune employment in event of a sizable 
market dip. — Monday, August 10. 
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WHAT 1959 
SECOND QUARTER 
EARNINGS REPORTS REVEAL 


— Looking to 
By 


ORPORATE profits boomed as anticipated in the 

second quarter of 1959, but the extent of the 
improvement apparently went beyond expectations. 
From all indications the June quarter showed the 
best quarterly improvement since the end of World 
War II and carried total corporate profits close to a 
$50 billion annual rate. 

Of course, it must be recalled that comparisons 
this year are with a recession-ridden second quarter 
last year, a factor which tends to overplay the ex- 
tent of the rise. But even on their own, this year’s 
figures are impressive on several counts. The first, 
and probably most important is the broad-scale as- 
pect of the earnings gains. Every industry, with the 
single exception of aircraft manufacturing, partici- 
pated in the upswing. But of as much importance is 
the fact that severely depressed groups, such as the 
textiles, not only participated but also showed de- 
finite signs that their long period of depression was 
at an end. 
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3rd and 4th Quarter 
RICHARD COLSTON 


The textiles, in fact, were among the star perform- 
ers along with the steels and autos. As a group those 
textile companies that have already reported for 
the quarter, increased their earnings by over 500 
percent and for several leaders results were even 
better than that. 


American Viscose for example, raised its sales to 
$64.1 million in the second quarter from $47.0 mil- 
lion a year ago. This impressive rise, reflecting the 
success of tyrex viscose tire cord and a recovery i 
the company’s other lines, raised earnings for the 
quarter to 81¢ per share from a deficit of 5¢ in the 
same period last year. But it is also important that 
the company not only continued the improvement it 
reported in the first quarter, but went beyond it. 
Three months earlier Viscose reported 71¢ per share 
after profit margins of 5.8 percent. In the second 
quarter margins widened to 6.4 percent of sales in- 
dicating that the company was gaining in efficiency 
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as the upswing in business continued. 


Widespread Improvement in Margins 


Significantly, Viscose’s experience with profit mar- 
gins underscores the single most impressive aspect 
of second quarter reports: profit margins continued 
to widen, indicating that industry is reaping even 
greater benefits from new and improved machinery 
than had been anticipated. Three months ago it was 
assumed by many analysts that the initial benefits 
of capital expansion had about been exhausted. Ap- 
parently industry’s dynamism has again confounded 
the experts, for almost without exception (as can 
be scen from the accompanying tables) profit mar- 
gins advanced over the first quarter of this year. 

The importance of this factor cannot be ignored, 
since maintenance of the current trend will play a 
high!y significant role in the economy in the months 
to come. The steel strike, now moving into its sec- 
ond month will obviously hold down third quarter 
earnings for many key companies in the country, 
but unless it lasts into the fourth quarter, a con- 
tinuition of the current profit margin trend may lead 
to record earnings in the final months of the year 
as industry picks up steam to make up for the loss 
of s'eel production through the summer. If this hap- 
pens, corporate profits will almost certainly top $50 
billion for the year, leading to a balanced Federal 
budwet for the first time in a long time. 

This slapping down of one important inflationary 
pressure is of immeasurable value, but the rise in 
corporate profits and the happy experience industry 
is having with its profit margins will probably lead 
to a new round of capital spending designed to bring 


an even greater portion of our industrial plants up 
to date. The results would mean a flying start for 
the decade of the sixties and a new period of pro- 
sperity for capital goods producers. 


Foreign Earnings 


Another factor that may contribute to a record 
fourth quarter is the increasing practice among do- 
mestic corporations of reporting full foreign earnings 
instead of just their dividend income from holdings 
abroad. Unfortunately, few companies include these 
figures in their interim statements, but with produc- 
tion again picking up in Western Europe foreign 
earnings should be on the rise by year end. Too much 
improvement cannot be looked for, but just the addi- 
tion of these earnings, whether up or not, can make 
a significant difference in domestic company reports. 

As an example. Corn Products Company, one of the 
few to report foreign earnings on an interim basis, 
earned 62¢ per share from domestic operations in 
the second quarter, but 77¢ when foreign earnings 
are added in. For the first six months, moreover, 
foreign profits raised reported earnings from $1.21 
per share to $1.47, an increase of over 20 percent. 


Industry By Industry Results 

_ With or without foreign earnings, however, Amer- 
ican industry did well in the second quarter. More- 
over, in most of the instances where improvement 
was not so startling, such as in the food industry, 
the answer is simply that these companies’ earnings 
held up well during the recession a year ago. 

It is on the opposite end of the scale, however, 
that things look really good. In the auto industry, 
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for example, where a year ago only General Motors 
and American Motors were able to report profits, 
this year even Studebaker-Packard, the perennial 
loser is in the black. Ford has proved that this year’s 
first quarter was not just an accident by bettering 
both its earnings and profit margins in the second 
three months. Sales climbed to $1.4 billion compared 
with only $892 million a year ago and $1.4 billion in 
the first quarter of this year. Per share earnings, 
however soared to $2.76 against a deficit a year ago 
and $2.46 in the first 1959 quarter. Typically, profit 
margins improved in the second quarter to over 10 
percent from 9 percent three months earlier, leading 
to the better earnings on roughly the same dollars 
worth of sales. 


Chrysler scored an even more impressive gain over 
the first quarter, but operations in that period were 
hampered by strikes among some of its principal 
suppliers. A year ago Chrysler lost $1.16 per share 
on sales of $537 million. This year, sales of $841 
million, with profit margins of 5 percent, led to earn- 
ings of $4.90 per share. Such wide swings have 
generally characterized Chrysler’s operations and 
tend to underscore the wide swings in the stock. 


American Motors is the most interesting company 
in the group at the moment. Not only has its wonder- 
ful recovery in the last two years been a conversa- 
tion piece, but now its ability to hold its gains 
against a major assault by the larger car makers is 
the subject of wide speculation. 

So far American Motor’s performance smacks of 
permanence. Despite a better year for the major 
producers the company has increased its share of the 
market and in the process raised its earnings again. 
Sales of $266 million in the second quarter gave rise 
to $2.70 in earnings per share compared to $1.30 a 
year ago when the company had no tax obligations. 
Moreover, earnings in the second quarter topped the 
year’s opening period by 60¢ while profit margins 
widened to 6.4 percent from 5.5 three months earlier. 

During the third quarter the auto makers will 
swing into new model changes and by the fourth 
quarter we may begin to get an inkling of how sig- 
nificant the new compact cars will be for the major 
companies. One thing is certain, however; the en- 
thusiastic consumer acceptance of American Motor’s 
“Rambler” will mean serious competition. 


Rebound in Chemicals 

Despite continued troubles with overcapacity, the 
chemical industry also scored some sharp earnings 
recoveries in the second quarter. Monsanto Chemical 
which a year ago was reporting woes from its oil 
operations as well as chemicals, raised its sales 22.5 
percent in the second quarter to $216 million, but 
earnings ran almost 100 percent ahead of a year ago, 
climbing to 80¢ per share from 41¢. As in the case 
of Corn Products, foreign earnings also play a sig- 
nificant role in Monsanto’s report. Earnings from 
foreign operation other than Canadian (which are 
included in domestic earnings) were 17¢ per share, 
or 21 percent of all earnings. A year ago they were 
10¢ for the quarter but domestic operation were so 
depressed that overseas operation accounted for over 
30 percent of profits. 














Quarterly Sales, Profit Margins and Earnings of Selected Companies 
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514.6 
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95.3 
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Allied Chemical, one of the largest producers of 
industrial chemicals, and one of those most troubled 
by overcapacity, nevertheless was able to score im- 
pressively over a year ago. Sales climbed to $203 
million from $166 million, but earnings doubled, 
jumping from 86¢ per share to $1.67. Moreover, 
proof that the company is coming to grips with the 
overcapacity problem, and is winning the battle, can 
be seen in profit margin figures. A year ago they 
were 5.1 percent; in the first quarter of 1959 they 
had climbed to 6.9 percent; but in the last reported 
period they had jumped to over 8 percent. 

Much the same is true of Union Carbide, which a 
year ago appeared to be in dividend trouble. The 90¢ 
per share earnings reported then were just sufficient 
to cover the quarterly payment and it appeared a 
foregone conclusion that payments would be cut if 
improvement did not show up quickly. It did. By the 
first quarter of 1959 profits had recovered to $1.38 
per share despite the fact that profit margins were 
no etter than in the depressed second quarter of 
195%. By the second quarter of this year, margins 
had expanded to 12.3 percent of sales and earnings 
were back to an impressive $1.62 per share. 


Unanimity in Steels 


In the steel industry, the recovery in earnings is 
unprecedented. A glance at the table shows that 
National Steel jumped from 88¢ a year ago to $3.06; 
Armco from 79¢ to $1.99; Jones & Laughlin 47¢ to 
$3.54; and Inland Steel (always characterized by 
more stable earnings) from 71¢ to $1.10. 

What has happened is obvious. The profits the 
companies showed last year indicated that new 
plants and generally increased efficiency had lowered 
the industry’s break-even point to below 50 percent 
of capacity. But these factors also lowered the point 
at which earnings explode. In effect, the steel com- 
panies have greater earnings leverage today than 

ever before. 

' This simple fact lies back of the greater price 
earnings ratios the stock market is now willing to 
accord steel stocks. For if the last year is typical 
(and this is a point that is yet to be proven), then 
not only are steel earnings more stable than ever 
before, but they also have greater growth potential. 

Perhaps this is best illustrated in Inland Steel and 
Armco since both have long records of stability in 
earnings. In Inland’s case it is a long established 
reputation for efficiency that is responsible, while 
Armco enjoys special status because of a broad line 
of high profit margin specialty steels. But under 
new dynamic stability, Inland’s earnings increased 
by 100 percent over the second quarter of 1958 while 
Armco’s improvement was better than 150 percent. 

Earnings in the third quarter will of neccesity be 
small, or non-existent depending on the length of 
the strike, but if it ends before the fourth quarter, 
all indications point to a big final period for the year. 
On the other hand, a strike that stretches into the 
fourth quarter would hurt not only steel earnings, 
but might well take the steam out of a general 
economic boom. 


Individual Company Reports 


Though the general tenor of earnings is extraor- 
dinary, their are disappointments. Douglas Aircraft 
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has still been unable to overcome the heavy charges 
against its earnings arising out of its jet airliner 
developmental program. A year ago, the company 
was still in the black and reported $1.09 per share 
on sales of $281 million. This year military cutbacks 
and slow deliveries of commercial jets lowered sales. 
to $220 million and plummeted earnings to a deficit 
of $2.83 per share. Coming on the heels of a $1.10 
per share deficit in the first quarter, Douglas was 
forced to omit dividend payments. 

Douglas’ plight underscores the problems of the 
entire aircraft industry. A few years ago it was only 
the smaller operators, like Fairchild and Grumman 
who were threatened by shifts in military procure- 
ment. Now however, with the emphasis on missiles, 
and with more money being spent for research than 
on actual production, the major airframe makers are 
being forced to dig for business. A few years ago, 
military contracts would have paid a good share of 
the expense in developing commercial jets (as was 
the case with Boeing, since its 707 jetliner is a com- 
mercial version of a jet bomber), but today the 
company must absorb most of the cost itself. The 
result can be seen in Douglas’ earnings and dividends. 

In happier vein, Continental Can reported excellent 
earnings despite the threat only six months ago of a 
massive disruption in the industry stemming from 
American Can’s revolutionary pricing policies. In the 
first quarter, while Continental realigned its own 
pricing methods, earnings slipped to 49¢ per share, 
or well below the recession level of 84¢ reported in 
last year’s second quarter. This year, however, re- 
venues in the second period soared to $295 million 
and earnings climbed to $1.06 per share. In this 
case the figures are not as impressive as the fact 
that it took Continental only six months to adjust to 
a radical change in its industry. From now on, there- 
fore, earnings should improve with greater ease. 

Increasing Efficiency 

As illustrated by profit margins, increasing effi- 
ciency is the keynote of the second quarter, even in 
industries that are not booming. Copper, for example, 
has been far from dynamic, yet Kennecott Copper 
(one of the most efficient in the industry) scored im- 
pressively over last year, and improved its first quar- 
ter results despite several adverse developments in 
the copper market. Since copper prices averaged 
30.1¢ a pound in this year’s second quarter against 
only 23.5¢ a year ago, the improvement over last 
year’s second period is not surprising. But between 
the first and second quarters of this year copper 
prices enjoyed no such boom, but still earnings rose 
to $2.29 per share from $2.03. 

Giant General Electric also continued its record of 
consistent profit margin increases. Despite weakness 
in the heavy generating segment of its business, GE 
not only raised its sales slightly over the $1.01 bil- 
lion of a year ago, but by widening profit margins 
to 5.9 percent from 5.3 percent per share, net was 
able to rise to 74¢ from 62¢. 

A resurgence in appliances has been largely re- 
sponsible for GE’s improvement in sales, but the 
widening profit margins are part of a continuous 
program of weeding out dead wood, realligning prod- 
uct lines and utilizing the latest and most modern 
tools and methods in its production operations. The 
company is a model of (Please turn to page 626) 
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JOINT-VENTURES BY 
AMERICAN and FOREIGN COMPANIES 


— Stimulating and expanding international trade 
by Robert B. Shaw 


> The new answer to better relations and successful operations abroad 


> Examples of sound joint-ventures 


> As a practical approach to the goal of one world? 


OWEVER attractive travel in distant places may 
be to the tourist, an entry into foreign trade 
inevitably means new headaches for business. These 
include tariffs, exchange restrictions, transportation 
problems, unstable governments and a host of other 
problems. Accordingly, all other things being equal, 
any American corporation would undoubtedly prefer 
to confine its dealing to Dubuque, lowa, or Hohokus, 
New Jersey, with supplies and customers speaking 
its own language, rather than to extend its opera- 
tions to far-flung Timbuktu or Mandalay. 

But other things never are equal or unchanging. 
Specifically, the United States remain highly de- 
pendent upon raw materials from other parts of the 
world. Even more important, the population of the 
United States comprises a mere 6% of the world 
total. While we enjoy a considerably higher standard 
of living than most other countries, the rate of con- 
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sumption is now ascending rapidly abroad. This 
means a better market is offered for many products 
that are approaching at least relative saturation at 
home. Taking these facts together, an increasing 
number of American companies are finding them- 
selves faced by the choice, not whether to undertake 
foreign operations, but how best to conduct their 
business abroad. 

The simplest method of engaging in foreign trade 
would be by doing all manufacturing here at home, 
simply buying raw materials from foreign sources 
and shipping manufactured items to sales outlets 
abroad. All risks could be transferred to the foreign 
parties by always pricing exports F.O.B. the point 
of origin and paying for imports C.I.F. a domestic 
port. This theoretically attractive procedure has 
severe limitations in practice. First of all, such a 
supine attitude would place domestic industry at the 
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mercy of severe competition from other countries 
seeking foreign markets more aggressively. Again, 
most foreign countries simply cannot spare the dol- 
lar exchange to pay for American products fabricat- 
ed at our high wage rates, but if the same products 
were produced within their own boundaries with the 
major part of the costs being met in local currencies, 
they could allow the remission in dollars of a fair 
profit factor. In brief, these markets cannot meet 
American costs, but they can pay for American 
know-how and a limited capital investment. This 
situation provides a strong incentive for American 
companies to enter the foreign field directly by es- 
tablishing manufacturing plants abroad. 

Many American companies, accordingly, now have 
manufacturing subsidiaries in foreign countries. 
This practice, which was pretty well limited prior 
to the war to our large corporate giants, has recently 
become characteristic of medium and smaller orga- 
nizations as well, and the company that does not 
carry on an active foreign business may soon be 
tle exception rather than the rule. Industries most 
apt to establish plants abroad include those whose 
labor costs bulk high in their manufacturing process 
and, nearly an opposite case, those whose assets 
consist largely of intangibles such as research and 
patents. 


Finding the Answer 


In transferring part of its manufacturing opera- 
tions abroad, any American company has a choice 
of several forms of organization. It can create a 
wholly-owned subsidiary which is, to all intents and 
purposes, simply a branch of the Newark or St. 
Louis company. Or it can invite the participation of 
local capital in some degree. There are advantages 
for each procedure. A wholly-owned subsidiary sim- 
plifies control, eliminates any possible disturbing 
voices, and allows consolidation of the subsidiary’s 
in the parent’s financial statements. On the other 
hand, a partially controlled subsidiary — usually 
called an affiliate — reduces the amount of cash the 
American parent must contribute, fosters the in- 
vesting habit in the country concerned, and may 
promote local interest and good will. Some of the 
more nationalistic countries have, in fact, passed 
laws requiring that a majority of the stock in any 
domestic corporation must be held by nationals. 

If the decision is made, either under the compul- 
sion of such legislation or voluntarily, to “go part- 
ners” with domestic capital, the American company 
still has alternative choices. It can sell the outside 
stock on the general market, so that these holdings 
will be widely dispersed and its own interest, whether 
a majority or large minority, will still represent ef- 
fective control of the new enterprise. Or it can or- 
ganize its affiliate as a “joint venture” in collabora- 
tion with a qualified domestic company, dividing 
control with it on a 50-50 or some other specified 
basis. The main advantage of a joint venture is that 
the local partner will normally supply contacts, ex- 
perience and sales outlets, in addition to capital 
alone. 


Foreign Operations 


As American companies are expanding abroad, the 
present most common method of organizing their 
foreign facilities is undoubtedly the establishment 
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of wholly owned subsidiaries. Next most important 
numerically come the subsidiaries or affiliates in 
which the outside interest is individually held. The 
joint venture, despite its inherent advantages, is 
still rare. It would be rather futile to debate the 
merits of each form of organization, as corporate 
objectives as well as local conditions will both vary 
widely. To cite only a single example, it would be 
easy for an American company moving abroad to 
find an efficient partner in England or West Germany 
but extremely difficult in undeveloped countries like 
Burma or Ghana. Nevertheless, the joint venture, 
or common undertaking by two corporate partners, 
is likely to become a more frequently encountered 
method of foreign operation in the future. There 
are several reasons for believing this. First of all 
such collaboration is apt to blunt the assaults of 
extreme nationalism, by making it more easy to 
clothe the joint enterprise in a domestic guise. Sec- 
ondly, local businessmen, even in backward coun- 
tries, are becoming more competent as partners. 
Finally, expanding markets and increasing consumer 
sophistication make on-the-spot experience more im- 
portant than ever before. No longer will the natives 
eagerly buy up whatever trinkets are offered them. 
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On the assumptions that American manufacturers 
will continue to establish plants abroad, and that the 
joint venture will become an increasingly common 
method of accomplishing this objective, it should be 
useful to examine some of the existing undertakings 
of this type. Most of them, it will be observed, are 
extremely recent. While the American partners in 
these projects will be interesting to investors in 
themselves, the real purpose of this study is a better 
understanding of conditions effecting the establish- 
ment of foreign operations. 


Examples in Sound Joint Ventures 


As mentioned above, industries which are partic- 
ularly mobile include those in which patents and 
processes bulk large in their total assets. The drug 
industry fits this definition particularly closely, and 
the drug companies have been extremely active in 
the foreign field. Aside from the licensing of foreign 
manufacturers most of them have been making their 
direct entry by the establishment of wholly owned 
subsidiaries abroad. 


Merck, however, conducts a joint venture, the 
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Nippon Merck-Banyu Co., Ltd. in Japan, and is cur- 
rently organizing an Indian affiliate, Merck Sharp 
& Dohme (India) Private Ltd., in which it will hold 
60% control and Tata Sons Ltd. 40%. The latter 
organization is, of course, better known for heavy 
items such as steel and locomotives, and also oper- 
ated the Indian airlines before their nationalization. 
The new joint venture will manufacture pharma- 
ceuticals and bulk chemicals in the Bombay area. 


American Cyanamid has adopted the joint ven- 
ture method even more heartily. Lederle (Japan) 
Ltd., jointly owned by Cyanamid and Takeda Phar- 
maceutical Industries, manufactures pharmaceutic- 
als, while Cyanamid-Ketjen, a Dutch company or- 
ganized cooperatively with the tongue-twisting 
Koninklijke Zwavelzuurfabriken v/h Ketjen N.V., 
has recently completed a plant for the production of 
a platinum reforming catalyst, which will be used 
chiefly by the European oil industry in obtaining 
higher octane gasolines from lower grade fuels. In 
still another joint undertaking, Cyanamid owns a 
40% interest in Formica Ltd. of Great Britain, the 
balance being held by Thomas De LaRue & Co., 


better known as an engraver of currency and postage 
stamps. This enterprise, engaged primarily in the 
manufacture of formica laminates, is extending its 
own operations into western Europe, Australia and 
New Zealand. Finally, Cyanamid has just announced 
the formation of a new European manufacturing 
unit, Cyanamid Italia, by the purchase of the as- 
sets of its former Italian licensee,Azienda Labora. 
tori Farmaceutici (Alfar). The American parent will 
hold 70% of the stock of the new Italian company, 
with the remainder going to the former principal 
stockholder of Alfar. 

As Cyanamid has simultaneously effected a re- 
organization of its international division, the estab- 
lishment of further joint enterprises could well fol- 
low. To quote the company’s vice-president for inter- 
national relations, Mr. S. C. Moody, “the trend todzy 
is toward truly international rather than predomi- 
nantly export trade.” By 1963 Cyanamid expec‘s 
that at least 60% of all products it sells abroad wll 
also be manufactured abroad. 


Dow Chemical is one of the other few American 
companies that have so far undertaken a joint ven- 


JOINT VENTURES BETWEEN 





Percent 
Name of Jointly — Owned 


Name of 


Percent 
Owned Date 


Nature of Joint 


Name of 
American Company 


Owned Foreign By Amer. 
Company Co. 
% 


Foreign Partner 
(and Country) 


By of 


Foreign 
Partner 


Organ- 
ization 


Business. Venture 





Aluminum Co. of America .. 


Furukawa Aluminum Co. 50 


Furukawa Electric Co. 
(Japan) 


To manufacture rolled alumi- 
num p ‘i 





American Cyanamid 


Lederle (Japan) Ltd. 
Cyanamid-Ketjen N. Y. 
Formica, Ltd. 


Cyanamid Italia 


Takeda Pharmaceutical 
Industries, Ltd. (Jopan) 
K. Zwavelzuur 
Fabriken (Holland) 
Thomas De La Rue & Co. 
(England) 
Alfar. (ltaly) 


Manufacture Pharmaceuticals in 
Japan. 

To make platinum reforming ca- 
talyst to petroleum industry. 

Plastics, resins and formica la- 
minates. 

Pharmaceuticals. 





Armco Stee! 


Armco-Thyssen 


Armco-Finsider 


Thyssen-Huett A, G. 
(Germany) 

Soc. Finanziaria 
Siderurgica (Italy) 


To manufacture culverts, multi- 
plate and roadguard. 





Blaw-Knox 


: Blaw-Knox Chemical 


Engineering, Ltd. 


Blaw-Knox, Ltd. 
(England) 


Construction Equipment. 





Carrier Corps .....--cescsceersenee 


Carlyle Air-Conditioning 
and Refrigeration, Ltd. 

Windsor Engineering, 
Ltd. 


Stone-Platt Industries 
Ltd. (England) 

Stone-Platt Industries, 
Ltd. (England) 


Air-Conditioning and refrigero- 
tion.“ 
Marine equipment. 





Simca 


Fiat 


-. ge SaPS 


bi‘es, trac- 
tor trucks and agric. mach. 








CSR-Dow Pty., Ltd. 
Distrene, Ltd. 


Asahi-Dow Ltd. 


C.S.R. Chemicals Pty., 
itd. (Australia) 

Distillers Co., Ltd. 
(England) 

Asahi Chemical, Ltd. 
(Japan) 


$.& 8| 8| & 8) &| 8 Sis & g g| Six 


Production of styrene, 


Makes Dow polystyrene plastic 
for sale in the British Isles. 
Makes polystyrene in Japan. 
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ture in Japan, although its example is likely to be 
imitated more widely in the near future. Its Japanese 
affiliate is Asahi-Dow Ltd., an evenly shared part- 
nership with Asahi Chemical Ltd. Dow also has a 
joint operation, Distrene, Ltd. in England, controlled 
by itself (45%) and Distillers Co. Ltd. (55%). The 
main functions of both the Japanese and English 
affiliates will be to manufacture and sell polystyrene 
plastics. Dow also has a 25% in an affiliate, although 
not a joint venture, in India, Polychem Ltd. 

While a joint venture between an American and 
a foreign country is normally a device for penetrat- 
ing a foreign market, a few isolated examples of the 
opposite arrangement, a collaboration to conduct 
operations in this country, are also to be found. Dow 
is « partner in one of these rare specimens, Dow 
Badische Chemical Co. of Freeport, Texas, jointly 
organized with the Dutch BASF Overzee NV to 
produce chemicals derived from acetylene for the 
American market. 


W. R. Grace & Co., which carried out a transfor- 
mation from a transportation business to a chemical 
manufacturer a few years ago, nevertheless retains 









substantial interests in South America, which include 
several joint ventures with domestic capital in the 
sugar, food and textile industries. Grace has always, 
of course, made determined efforts to “belong” in 
the countries in which it operates, and participation 
with local capital is a long-established habit with it. 
Nevertheless, Grace provides some evidence, con- 
trary to the current trend, that the 50-50 partner- 
ship with another large company does not always 
work out satisfactorily. Early in the present year, 
Grace sold out its half interest in Fongra, a Brazilian 
chemical plant, to its former partner, Farbwerke 
Hoechst A.G., explaining to its stockholders that 
majority control by one partner or the other was 
desirable, and since the business was largely based 
on Hoechst’s processes, withdrawal by Grace seemed 
logical. Elsewhere in South America, Grace has 
decided to concentrate in the chemical and paper 
industries, and is withdrawing from some of its 
other enterprises. 

Among other companies in the chemical industry, 
Monsanto Chemical through its 67% owned Mon- 
santo Chemicals Ltd., is a joint partner with the 
prominent British chain, (Please turn to page 626) 





AMERICAN AND FOREIGN COMPANIES 




















Percent tamer 
Name of Jointly — Owned Name of Owned Date . 
Name of . “ By of Nature of Joint 
American Company Owned Foreign By Amer. Foreign Partner Foreign Organ- Business Venture 
Company Co. (and Country) tine cin 
* % 
Goodrich (B. F.) ........0..000++ Chemische Industrie. 50. Algemene Kunstzijde 50 1958 To manvfacture ond sell syn- 
A.K.U, Unie N. V. (Holland) thetic rubber in the European 
common market. 
Monsanto Chemical ............ Australian Petrochemi- 50 Petroleum & Chemicals 50 1959 To produce styrene monomer. 
cals, Ltd. Corp. Ltd. (Australia) 
Mobay Chemical Co. 50 Farbenfobriken Bayer, 50 1954 To make isocyanate chemicals. 
A.G. (Germany) 
Boots Pure Drug Co. 50 British Saccharine Co., 50 — Manufacture and distribution of 
(Through Monsanto Ltd. (England) saccharine. 
Chemicals, Ltd.) 
M to-B i 50 S. A. Boussois (France) 50 —_ Manufacturer of general chemi- 
cals, 
° Mitsubishi-Monsanto 50 Mitsubishi (Japan) 50 — Manufacturer of general chemi- 
cals. 
Sicedison S.P.A. 40 Society Edison (Italy) 60 — Manufacturer of general chemi- 
cals. 
Reynolds Metals ................-. British Aluminium, Ltd. 47 Tube Investments, Ltd. 47 1958 Aluminum. 
(England) 
OE DI « ccccaprentenenainceneite Scott de Colombia S. A. Joint By two Colombian Joint 1959 To convert paper stock manu- 
Industrialists factured by Scott (U.S.) to 
. (Colombia) tissue and market it in Co- 
~~ lombia. ~ 
Bowater Scott Corp., 50 Bowater Paper Co., Ltd. 50 1956 Manufactures and sells paper 
* Ltd. , (England) products in British Isles. 
_ Stouffer Chemical ................ Kali-Chemie-Stauffer 50 Kali-Chemie-A.G. 50 1959 To produce and market special 
G.M.B.H. (Germany) insoluble sulphur. 
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WASTING OUR DOLLARS 
IN OVER-STOCKPILING 


By James J. Butler 


RE we over-stockpiled in critical defense ma- 

terials? A committee of Congress says yes, and 
so does a special advisory committee of experts. The 
consensus is that we have become overly protective 
and as a result are tying up billions of dollars worth 
of hard commodities which double the requirements 
for all-out war, and some who should know say, 
would take five to ten years of cautious marketing 
to reduce to a practical level. 

The wisdom of stockpiling strategic materials is 
one of the lessons we learned in World War 2 da ys. 
Up to its ears in shooting war, the Nation found it- 
self without components in anything resembling ade- 
quate amounts. And on many major items, replenish- 
ments were denied by enemy control or the hazards 
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of shipping. Now that 15 years have passed this de- 
fense technic may be getting out of hand. 

Gobbling up and storing minerals, metals, and 
other commodities for defense has been termed a 
national insurance policy. It is. But as often hap- 
pens with the more orthodox forms of coverage, the 
question of over-insurance has become a plaguing 
one. The costs of procurement and those of ad- 
ministration and storage are heavy. 

Today we are immobilizing about $8.1 billion 
worth of convertible materials for much of which 
there is neither economic nor military justification. 
We have picked 74 categories for the stockpile list 
and we have met or are surplusing 63 of them. The 
advisory committee which made last year’s study 
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concluded the job has been done too well, overdone. 


that slowed but didn’t stop procurement: we now 
are storing against a possible three-year pull instead 
of a five-year war, which had been the theoretical 
problem before. The answer is one familiar in today’s 
planning: nuclear weapons and shortened wars. 

Franklin G. Floete, who runs the program for 
General Services Administration, estimates that the 
storage today is about $4 billion in excess of maxi- 
mum possible United States war-time needs. Yet 
there are long term contracts which bind the country 
to | uy $650 million worth of highly strategic ma- 
teri ls in the current Fiscal Year and in many which 
wil! follow. Floete is authority for the statement 
tha. we are overstocked on aluminum, tin, copper, 
industrial diamonds, natural rubber, and many 
oth«rs—including feathers and opium! The House 
Military Affairs Committee has been urging the Ad- 
mir istration to level off but the lawmakers inconsis- 
tentiy couple their counsel with more money to buy 
mo:e 

It Would Take 10 Years to Sell Oversupply! 


The office in charge of the storage estimates it 
would take 10 years to sell surplus materials already 
stockpiled. Part of the excess results from the fact 
that a five-year insurance was contemplated when 
most of the buys were made. By lopping off two 
years the defense agencies threw the figures out of 
balance. Also, the government seems to have picked 
its records system direct from Mc Sorley’s Wonder- 
ful Saloon where a series of sugar bowls held the 
coins of varying denomination, in lieu of a cash 
register. We have a national stockpile, a supplemen- 
tal stockpile, and a third which was created by the 
Defense Act of 1950. 

Basis, however, is the fact that the government 
has bought up strategic materials not only for de- 
fense requirements but also to keep United States 
mines operating and even to dispose of surplus farm 
products overseas. In the latter situation, the Com- 
modity Credit Corporations is bartering surplus 
wheat and other crops in return for strategic ma- 
terials — including some that are surplus in this 
country. 

In the case of nickel, the stockpile is $97 million 
“heavy” or over requirements and is accepting de- 
liveries under a $45 million enforceable contract to- 
day. Other similar contracts look to an aggregate 
spending of $1 billion more in the next five years, 
much of it meaning additions to surplus. There are 
218 physical locations for stored materials across the 
country. 

General Services Administration is negotiating 
with nickel suppliers and hopes to obtain an agree- 
ment slowing the flow of materials to dead storage. 
GSA agents plan to make similar propositions cover- 
ing aluminum, columbite, copper, manganese, tungs- 
ten and cobalt. If current talks are successful the 
inflow of these items will be cut from $1 billion to 
about $600 million under existing contracts. 

Producers are not unfeelingly turning the screws 
down on the government. The history of the execu- 
tory contracts dates back for the most part to Ko- 
rean war days when Washington prevailed upon 
existing industries to expand productive capacity, 
and financed some new ones, guaranteeing to them 
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A few years ago the Government took a policy step 


that the United States would purchase tonnage that 
could not find a market elsewhere. Some of the re- 
sults: 

@ $161 million worth of aluminum must be ac- 
cepted to be added to a stockpile now $127 million 
in surplus. 

@ $88 million worth of cobalt is being added to 
a stockpile which has $6 million overage. 

@ $219 million worth of tungsten is flowing in 
to a hoard already far in excess of plans. 
Disposing of the stockpile is hampered not only 

by respect for promises made in time of war and the 
sanctity of contract, but also by political interfer- 
ence. Pending before Congress today is legislation 
sponsored by Senator James E. Murray of Montana: 
a bill which would require consent of Congress be- 
fore any stored copper may be sold. The Montana 
copper interests understandably do not want the 
price market depressed by opening a new source of 
supply. Murray’s idea is not novel; the same situ- 
ation is confronted when a move is made in the direc- 
tion of peddling surplus farm products, here or 
abroad. 

Problems of Disposal 


But it certainly seems senseless to maintain an 
overage in, say, the rubber stockpile when demand 
is pushing the commercial market ever higher. 
Natural rubber is needed to do jobs that synthetics 
cannot take care of efficiently. But the government 
sits on supplies calculated to carry through five 
years of war. And none of it can be sold without 
Congressional consent and a six-month waiting 
period. Floete and his advisers are not without 
awareness that rapid acceleration of the reduction 
from five to three-year planning would play havoc 
with the price market. Release of two years supply 
of rubber would take care of private industry’s need 
for rubber, for two years. When it was rumored that 
128,000 tons of stockpiled copper might be turned 
loose the market reaction was immediate and violent. 
The London market for copper fell 4 cents a pound. 


Stockpile Covers a Lot of Ground 


The stockpile is no neatly arranged, simple system. 
It covers a lot of ground. For example: 

& The Strategic and Critical Materials store is 
valued at about $6.2 million. 

& The Defense Production Act inventories include 
about $750 million worth of materials at hand. 

& The Government must accept about $1.75 bil- 
lion in materials under the terms of the Ko- 
rean-era contracts adverted to above. 

& Supplemental stockpile of $400 million has been 
built through exchanges involving farm com- 
modities. 

& The Federal Civilian Defense Administration 
owns about $200 million worth of survival and 
relief necessaries. 

& The Atomic Energy Commission has stocks of 
fissionable matter and source supplies of un- 
disclosed inventory. 

> Billions of dollars worth of equipment and sup- 
plies clog the pilelines for the military services. 

®& The National Industrial Reserve System in- 
cludes industrial plants either operating or 
stand-by, running into hundreds of millions. 

® And there is a ma- (Please turn to page 625) 
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FEDERAL AID to states is the classic example of mal- 
distribution of taxpayer funds, wholly aside from 
the issues of whether it is desirable or violative of 
the concept of Federal-State areas of responsibility, 
but until several days ago nothing was done about 
it but to complain. Now Senator Kenneth B. Keat- 
ing of New York proposes to move in on the issue. 
He has presented a bill for Congressional inquiry 
into aid-to-states generally and will emphasize the as- 
pect of inequity which, for example, requires New 


——— 





WASHINGTON SEES: 


The Brotherhood of Locomotive Engineers meets 
Aug. 20 to begin a crucial battle for perpetuation 
of “featherbedding” practices which rail opera- 
tors say cost the roads a minimum of $500 mil- 
lion a year, which, of course, is an added charge 
for transport and travel. 

The propaganda for preservation of such sine- 
cures as “firemen” on diesel locomotives (which 
have no fireboxes, and not a shovel in sight) is 
cascading into newspaper offices. The “fireman” 
is defended as an essential to safety in the union 
literature for general consumption. But listen to 
what President Guy L. Brown says in “Locomotive 
Engineer,” official publication of the Brotherhood. 

“There are three distinct reasons why our or- 
ganization is vitally concerned about the present 
and future of locomotive firemen: (1) locomotive 
firemen are the source of supply for our future 
BLE membership; (2) every locomotive engineer 
holds seniority as a fireman, except in some iso- 
lated cases, and we want to protect that equity, 
and (3) the craft of locomotive fireman is a train- 
ing ground for future engineers.” 

Over the International Border, Canada was 
faced with “featherbedding” and appointed a 
study board. Their Kellock Commission has now 
reported: there is no justification for “firemen” on 
diesel locomotives. 











By “VERITAS” 


York to pay $2.95 for each dollar returned from 
Washington while North Dakota gets $1 for each 
11 cents of Federal tax paid. Since 1945 the aggre 
gate “aid” disbursement jumped from $490 million 
to today’s figure of $7.1 billion! 


PROMPT ACTION rather than “talking for the record” 
(which so often is the sum total of Capitol Hill 
studies) is the Keating objective and he hopes to 
attain that goal by setting up a joint inquiry 
committee composed of 7 members from each branch 
which would complete its work with simultaneous 
recommendations to Senate and House, not later 
than Jan. 31, 1961. Keating will press for a formula 
which will relate return to states to the amount each 
pays into the Federal treasury. In addition to the 
out-of-pocket cost for taxpayers in the donor class, 
they also are short-changed on national highway 
programs and other works assigned without regard 
to tax contribution. 


UNFORTUNATELY there seems to be no chance for the 
Federal Government to purchase a $5-a-year mem- 
bership in an enterprise which has before the Se 
curities and Exchange Commission its application 
for clearance of a proposed stock issue of 84,000 
shares of stock at $5 each. The company, head- 
quartered in New York City, is Rozee Bonus Club, 
Inc., and it has been operating for one year. It offers, 
for the $5 fee, a list of business houses and services 
which will give a 10 per cent discount for cash to 
Bonus Club membership cards. Ten per cent of $80 J 
billion is $8 billion, Ike! 


THE TREASURY is losing about $2 billion a year in col- 
lectible taxes under existing rates and taxables, ac- 
cording to Fred C. Scribner, Under Secretary. There 
aren’t enough trained field auditors spotted around 
the country to detect the evasions and enter deficien- 
cy claims. Scribner sees no possibility of tax reduc- 
tion until a surplus is created and some payment 
made on the national debt, steps within the power of 
Congress to take, via economies. 
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Blacklist of Members of Congress who fail to follow the 
dictates of labor union headguarters has been launched and 











is causing more amusement than anxiety on Capitol Hill. 





Of the 33 Senators who must stand for election next year, 
says The Committee on Political Education (AFL-CIO) 10 
voted against legislation directed at loophole closing. 
They are "marked men." But the fact is that they always have 








been on labor's blacklist — winning, every one of them, 
while carrying the "stigma" of COPE disapproval. Before the 
howl of protest rises, it should be pointed out that 

COPE doesn't disapprove any candidate for office; if the 
laborites don't like him they merely withhold approval, 











and do so with ostentatious publicity. 





Constituents who have given their sitting Senators 
overwhelming votes of approval in the past are advised now 














honor (depending upon viewpoint), includes 
these gentlemen: Senators Willis Robertson 
of Virginia, Strom Thurmond of South 
Carolina, James 0. Eastland of Mississippi, 
Allen Ellender of Louisiana, and John 
McClellan of Arkansas, democrats; 

Senators Carl Curtis of Nebraska, Thomas 
Martin of Iowa, Karl Mundt of South Dakota, 
Leverett Saltonstall of Massachusetts, 
republicans. All are up for re-election next 
year and each is regarded a Sure winner. 








Analysis of the four items of legislation 
on which COPE believes a Senator seeking 
re-election should be judged shows that 
three are anti-business. The fourth would 
increase the federal contribution to State 
social security payments and was defeated 
by a bi-partisan vote. The three 
propositions on which COPE says the marked 
Senators voted "wrong" by their negative 
ballots are: Repeal the four per cent credit 
against taxes on dividends; deny 
deductions of more than $1,000 a year for 
entertainment expenses, gifts, dues, 
initiation fees, attendance at conventions 
outside the North American Continent ; 
reducing depletion allowance on oil and 


gas wells. 









































Legatee of the New Deal philosophy and 
Custodian of polices long since abandoned 











that the men they elected are "wrong." And, inferentially, 
the voters are wrong, too! The COPE blacklist, or roll of 





economically. Keyserling was one of the 
lesser lights in FDR's days but rose to be 
chairman of the Council of Economic 
Advisers under Truman. His ladder to the 
high plateau of lasting national prosperity 
is made up of these rungs, most of them lifted 
out of the ash-barrel of experience: step 
up taxes rather than reduce Federal 
spending; give careful consideration to 
proposals to require corporations to 
submit fact-finding data, or 
justifications, before any price boost can 
be made effective; adopt a National 
Prosperity budget which would outline the 
required national output and employment 
needs to achieve a yearly growth of at least 
5 per cent; junk the tight money policies 

of the Administration. 























Keyserling is a leader in the School of 
thought that the Federal Reserve System 
should play a much more active part in 
managing the ebb and flow of prospertiy. 
Always with the reservation that the Fed 
exercise its discretion in a manner 
pleasing to the Keyserlings. Specifically, 
he wants FRB to force down interest rates 
by buying more Treasury bonds. If this 
creates too much available money and 
increases pressure on prices, Keyserling 
would have the Fed sop up the extra money 
by increasing the reserves that commercial 
banks must deposit with the System. The 
































in their entirety or in most major respects 
even by those of the Roosevelt-Truman 
School of thought who still are around 
Washington, Leon H. Keyserling is out with 














former White House adviser isn't worried 
about inflation and considers the current 
fight against it "a scare campaign to 

repress American wages." By coincidence, 








another plan to save the country 
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the line agrees with that of AFL-CIO, a 











financial supporter of Keyserling's 
"Conference on Economic Progress." 








Advances against union hoodlumism 
continue to be registered on the judicial 
and executive front while the inspired lull 
in legislative activity remains 
unbroken. Labor “leaders" opposing 
Congressional action to bring a semblance 
of respect for the rights of others (their 
own members included) have overplayed 
their hand by leaning too heavily upon 
the argument that no new statutes are needed, 
that all the revealed abuses already are 
covered by law. This has brought about 
increased use of sections of the criminal 
and the civil codes which have been 
neglected in the past. The regulatory 
agencies of government are receiving 
excellent support from the courts. There is 
no tendency to stretch the laws beyond 
their language and legislative intent, but 
it's being found that they are much more 
comprehensive than has been thought. 



































Antitrust proceedings are being launched 
with determination, and with success. The 
notion that unions are beyond the reach of 
the monopoly statutes has been murtured by 
parroting the language of safeguards 
wisely written into the enactments: unions 
are exempt in their proper scope of 
activity. But not when they conspire among 
themselves and with others to gyp the public. 
All recent antitrust acions brought by the 
Department of Justice have resulted in 
judgments for the people and against abuse 
of union power. The gains won on this legal 
front only suggest the range of benefits 
that might be won if Congress were to 
expand anti-monopoly control over unions. 
Not punitively; only to the same extent as 
the law now covers the party on the opposite 
Side of the table — management. 









































Teamsters Union continues to provide the 
proving ground for test of laws designed to 
protect the rights of the public. A major 
test of the efficiency of one of these laws 
is about to be made in Philadelphia where 
the National Labor Relations Board has 
instituted proceedings against the Hoffa 
cell operating in the City of Brotherly 
Love. The teamsters union refuses to permit 














is hired and paid an unloading fee. In this 
case produce was being hauled from nearby 
farms for two large grocery store chains. 
In addition to the usual business community 
interest in ending the abuse, this one 
brings in the plight of farmers and their 
perishable product, as well as two nationel 
mercantile outfits, big enough to Stand up 
to Hoffa's edicts, challenge them. 








Warehouse employees are a part of the 
Teamsters Union. On orders from higher 
up the storehouse employees will not receive 
the goods until a receipt is produced 
showing that the shipper has knuckled down to 














unloaded. The driver becomes a chauffeur for 
peas, string beans, tomatoes and what- 
have-you. 


The Union is charged with violation 
of the Taft-Hartley section which 
prohibits unions from inducing work 
stoppages for the purpose of compelling 
assignment of work to a particular group 
employees. This proceeding should be 
watched closely. The conclusions reached 
will supply guides in tackling similar 
abuses elsewhere and in assessing the 
latitude of the provision. In some related 
cases, admittedly narrower in scope but 
stemming from the same legal base, the 
government has made its mandates stick in 
court. 





























Terrorism as a union strike weapon has 
been dealt a severe blow in the long and 
bitter strike of textile workers at 
Henderson, N. C. There, members of the 
Textile Workers Union of America were 
convicted of conspiring to dynamite a 
cotton mill. Three of the defendants, 
including the state director of TWUA, were 
sentenced to serve from six to ten years in 
prison at hard labor. Several others were 
sentenced to lesser terms. The words of 
the sentencing judge constitute e stirring 
declaration of public authority that 
should be etched on the minds of the muscle 
men of unionism. He said: "I hope all of you 
gentlemen will some day come to understand 


that the law is bigger than you, bigger 
than the union, bigger than any 























unloading at Philadelphia's warehouses of 
trucks driven by out-of-town drivers 
unless a member of one of the local unions 
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organization." It's doctrine that might 








enforcement agencies. 
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ROUND-UP of DEVELOPING TRENDS 
of a WORLD in TRANSITION 


By JOHN H. LIND 


MOST important economic development in the 
world today is the trend toward “group” pro- 
tectionism — and away from world free trade. 

In the past this kind of alliance has led to politic- 
al alignments and bitter economic rivalries that have 
ended in devastating wars, so that one is led to 
wonder how sound this movement will turn out to 
be, in the light of the great duplication of raw 
materials and the expansion in manufactured prod- 
ucts that is going on in every country and every 
group, and which is bound to lead to an intensifica- 
tion of competition. 

There is always the possibility of course that the 
spread of the Common Market principle will produce 
strong enough entities that can be joined together 
on the basis of the individuality of their products, 
in a way that will create an entirely new situation 
in international trade, from which may emerge a 
practical rather than idealistic “One World” concept. 

Today we have the bloc of the British Common- 
wealth of Nations — that of the Communist world 
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— the Common Market in Europe — the projected 
pact of seven states being engineered by Great Bri- 
tain— the five nations in Central America — the 
new grouping in South America — and those other 
aligments that are in the formative stage in Asia, 
Africa and other areas around the world. 


Spain Now Seeking A Place In The Sun 


It is possibly the fear of being left out of the new 
trade pacts that inspired Spain, after a quarter of 
a century of isolation, to open its doors as an aspi- 
rant to join the procession under the new concept 
of world trade. As the price of admission it has asked 
and received, foreign credits totaling over $400 mil- 
lion, including some $100 million from the U.S. Gov- 
ernment and private sources. In turn, Spain has de- 
valued its currency from 42 to 60 pesetas to the 
dollar, a rate close to the prevailing free market 
quotations in New York and London. It has also pro- 
mised to liberalize its foreign trade by removing 
some of the country’s numerous restrictive import 


601 








quotas and is working on a 
new law to encourage private 
foreign investment. The law 
is likely to be somewhat sim- 
ilar to the petroleum law of 
1958 which attracted a num- 
ber of U S. firms into the 
country to hunt for oil. 

The peseta devaluation is 
a prelude to Spain’s member- 
ship in the Organization for 
European Economic Coopera- 
tion (OEEC), bringing that organization’s roster to 
18 countries. There is even talk that Generalissimo 
Franco may apply for affiliation with the six-country 
Common Market bloc. It is doubtful whether this 
would be desirable either for Spain or for the Com- 
mon Market countries, since the Spanish economy 
is much weaker and much less advanced than that 
of any of the Six. However, given the present power 
struggle between the Six and the Seven (the group 
of European countries trying to form a free trade 
area, under British leadership), it is not impossible 
that one of the groups may let Spain join, more 
for political than economic reasons. 

Meanwhile, Spain’s move into the OEEC is ob- 
viously highly practical. The long years of political 
and economic isolation have petrified a number of 
sectors of the economy, although the Spanish gov- 
ernment has recently been at pains to remedy this 
state of affairs by its new program of modernization, 
which has caused industrial output to rise by an 
average of 10 percent in the last five years. But the 
speed of the industrial upsurge has tended to un- 
balance the economy, as is evidenced by the strong 
and persistent inflationary pressure, the exhausted 
gold reserves and the chronically adverse trade 
balance. Furthermore, Spain is a dictatorship in 
which very few of the major industries are outside 
the direct control of the central government. 

The fresh wind of competition from abroad, to- 
gether with the devalued currency and the large 
foreign loan, may provide Spain with the long-needed 
opportunity to reduce the gap between it and the 
rest of Western Europe. Of course, economics and 
politics being inseparably intertwined, it remains to 
be seen what effects the liberalization of trade prac- 
tices will have on the internal politics of Europe’s 
last full-scale Fascist state. 

American business is likely to feel the benefits of 
Spain’s economic reforms at first mostly in the oil 
sector. Quite a number of companies are interested 
in searching for oil there. Of particular interest 
seems to be the Spanish Sahara which looks to some 
geologists almost as promising as the French part of 
the great desert. The Spanish government expects 
that these companies will invest some $25 million 
in the next twelve months in their search for the 
liquid gold. 























NOTE: 

Because of its special importance, the position of 
Spain will be fully covered in our issue of August 29, 
1959, in an authoritative feature article by the well- 
known Mr. V, L. Horath, who will give our. readers 
an inside story of what is going on_in Spain — the 
problems that must be faced -— as well as the oppor- 
tunities in the making. 


Coal-Oil War in the United Kingdom 


Oil is also making economic news in Britain but in 
a quite different manner from that in Spain. Bri- 
tain’s stated postwar energy policy was based on the 
premise that steadily increasing quantities of oil 
had to be imported to close the growing gap between 
the country’s energy needs and its maximum domes- 
tic coal supply. Britain’s Middle East and atomic 
energy policy reflected to a considerable extent this 
assumed inability of the coal industry to keep up 
with the demand for its product. Suddenly, this 
premise seem to have become invalid. Since early 
1958 coal stocks have been growing while coal con- 
sumption has been declining. The result is, of course, 
a mounting coal surplus accompanied by increasing 
exasperation on the part of the National Coal Board 
and mounting anxiety by the coal miners. The scape- 
goat is oil. As the mineworkers union has recently 
pointed out, in 1955 British industry used a weekly 
average of 782,000 tons of coal and 83,000 tons of 
oil. By 1959 coal use had declined to 678,000 tons 
(despite the growth in industrial production) while 
industrial oil consumption had risen to 147,000 tons 
weekly. Obviously, oil is pushing coal out of its 
traditional markets. The reason is partly price and 
partly technological advantages. The question of 
what to do about it depends, as it does in most 
economic debates, on what side one is on. 

For coal union and man- 
agement the answer is quite 
simple: restrict oil consump- 
tion by government decree, 
plus political or economic 
pressure, in order to sell 
more coal. Thus, the mine 
workers union’s flamboyant 
president Ernest Jones has 
requested the National Coal 
Board to boycott all its sup- 
pliers of machinery and raw 
materials if they use oil in- 
stead of coal in their factories. According to Mr. 
Jones, this would give the coal industry a $550 mil- 
lion stick or carrot, as the case may be, with which 
to keep British industrial fuel consumers in line as 
coal customers. The National Coal Board, in turn, is 
making emotion-charged public appeals to the Bri- 
tish gas industry, a giant user of coal which is, 
however, in the process of switching some of its 
plants to oil. 

If the coal people, who have considerable political 
support, should succeed in their campaign, a re- 
strictionist policy toward oil imports would be ad- 
opted. Since Britain is the Eastern Hemisphere’s 
largest single oil consumer, this could have an un- 
pleasant effect on the already depressed world oil 
market. Aside from this undesirable prospect, there 
is nothing very original about the current oil-coal 
war in Britain. The pattern which it follows is as 
old as economic progress itself. In the long run, coal 
cannot hope by artificial means, to maintain a share 
of the market, which on the basis of technology and 
price belongs to another fuel. The cost of economic 
progress is temporary economic dislocation. It is the 
function of the government to ease the pains of 
dislocation but not to shackle progress. So far, the 
British government has been guided by this princi- 











THE MAGAZINE OF WALL STREET 








seco! 
expo 
Gern 
ther 
rep!2 
An i 
whic 
mati 
cont! 
cour’ 
quit 
evel 
to |) 
be 
ing 
pha 3 
over: 
Midc 
In 
the ; 
abou 
othe 
Anot 
Gern 
forei 
In b 
item 
Benz 
coun 
ally : 
In 
ferer 
ports 
mass 
Most 
trica 
plant 
bank 
Lati1 
Ge rn 
large 
mere 
Usual 
cond 





| but in 
n. Bri- 
on the 
of oil 
etween 
domes- 
atomic 
nt this 
eep up 
y, this 
» early 
al con- 
course, 
easing 
Board 
scape- 
cently 
weekly 
ons of 
0 tons 
while 
0 tons 
of its 
ce and 
ion of 
most 


mali- 
; quite 
sum)- 
lecree, 
nomic 
0 sell 
mine 
0vant 
2S has 
1 Coal 
S sup- 
id raw 
oil in- 
70 Mr. 
0 mil- 
which 
ine as 
irn, is 
e Bri- 
ich is, 
of its 


litical 
a re- 
be ad- 
here’s 
in un- 
rid oil 
there 
il-coal 
_is as 
n, coal 
share 
ry and 
nomic 
is the 
ins of 
r, the 
yr inci- 


TREET 


ple. But it is under increasing 
pressure to deviate from it 
on the grounds of political ex- 


pediency. 


German Trade Offensive in 
Latin America and the 
Middle East 

Germany’s foreign trade is 
still soaring. In 1958 its ex- 
ports amounted to nearly $9 
billion. This put it just slight- 
ly behind Britain, the world’s 
second largest export nation. But while Britain’s 
exports have held fairly steady in the last few years, 
Germany’s have been constantly on the rise. Thus, 
there is a fair chance that in 1959 Germany will 
replace Britain as the world’s No. 2 foreign trader. 
An indication of this is seen in a recent UN report 
which shows that during last year’s recession Ger- 
many was the only capital-exporting country which 
continued to increase its foreign investments. Of 
course, at $550 million these investments are still 
quite insignificant, compared to those of the U.S. or 
even Britain. But their rate of growth is something 
to behold. While the Common Market continues to 
be Germany’s principal foreign trade area (account- 
ing for over a quarter of its total trade), the em- 
phasis in capturing new markets has lately been on 
overseas areas, particularly Latin America and the 
Middle East. 

In Latin America, Germany has focused on Brazil, 
the area’s potentially richest market. It has invested 
about $110 million there. In fact, Brazil leads all 
other countries as a place for German investments. 
Another flourishing German market is Mexico where 
Germany has now emerged as the second largest 
foreign supplier (the first one is, of course, the U.S.). 
In both these countries the biggest German import 
items are automobiles. Volkswagen and Mercedes 
Benz cars are now at least as popular in these 
countries as the American cars which have tradition- 
ally supplied this market. 

In Argentina the methods have been somewhat dif- 
ferent. Undaunted by that country’s stringent im- 
ports restrictions, German firms have engaged in a 
mass economic penetration by means of subsidiaries. 
Most of the great German chemical, steel and elec- 
trical plants either have or are about to establish 
plants in Argentina. At the same time, German 
banks are offering very large credits to bolster the 
Latin country’s wobbly economies. The success of 
Germany’s trade offensive in Latin America lies 
largely in this well-synchronized dove-tailing of com- 
mercial, financial and technical efforts plus an un- 
usual willingness to gear products to local marke! 
conditions and to form partnership with local con- 
cerns, thereby 
removing the 
stigma of “fore- 
ign capitalism” 
from subsidiary 
enterprises. 

Somewhat sim- 
ilar reasons ac- 
count for Ger- 
many’s success in 
partially replac- 
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ing Britain and France as the chief supply sources 
of the Middle East. Britain is still the area’s prin- 
cipal foreign supplier. But the Germans are giving 
the British quite a run for their money. Of course, 
Germany has traditionally had the good will of the 
Arab nations. But, on the other hand, the continuing 
large-scale German reparations payments to Israel 
are viewed with great hostility throughout the Arab 
world. Thus, Germany can not be said to be free of 
political handicaps in the area. Yet, starting from 
almost nothing in 1952, it is today one of the area’s 
major foreign suppliers. For the West this is all to 
the good, since it is an important factor in checking 
the Soviet bloc’s Middle East trade infiltration. 


Soviet Focuses on Yemen 


On the surface it looks as if the Soviet Union has 
not done too well in the Middle East lately. Its fol- 
lowers have overplayed their hand in Iraq, thereby 
hurting their cause throughout the area. At the 
same time Moscow has not regained the full friend- 
ship of Egypt’s President Nasser who has not for- 
gotten the sudden cold- 
shoulder treatment the Krem- 
lin gave him a few months 
ago when Iraq’s General Kas- 
sim became the Reds No. 1 
fair-haired boy. But Moscow’s 
men have not pulled in their 
stakes. All they have done is 
to shift their base of opera- 
tions. 

It is not too well known 
here, but their newes! target 
is the medieval kingdom of 
Yemen at the foot of the Red 
Sea. Politically, Yemen forms a part of the United 
Arab Republic. But practically speaking, it has given 
up little of its independence since it joined Nasser’s 
Arab empire. In fact, the country’s ruler, Imam 
Ahmad, has spurned Nasser’s offer to get him aid 
and arms from Russia and insisted on making his 
own direct arrangements, much to Nasser’s displeas- 
ure. The result is that today the backward little tri- 
bal state has Chinese, Czechs, Russians, Rumanians 
and Bulgarians in virtually every department of the 
Yemen government. According to a recent report, 
nearly one thousand foreign communists are current- 
ly active in the country. If one considers that until 
three years ago Yemen was totally closed to all 
foreigners this is quite a staggering figure. 

For the Russians, Yemen offers an ideal spring- 
board for the penetration of Moslem Africa. They 
are reportedly ready to spend some $90 million to 
gain paramount influence in the country. The fact 
that Yemen has a bitter and long-standing dispute 
with Britain over the Aden Crown Colony is an 
additional advantage. For the frequent forays by 
Yemenite tribes, armed with Soviet weapons, into 
Aden and the British retaliatory actions keep ten- 
sions high in that part of Arabia. 

Lately it seems that the Imam has begun to realize 
that the bear hug was turning into a painful squeeze. 
So far, he has not been able to do much about it. 
He can not turn to Britain because of the Aden 
dispute and he can not turn to France because of the 
Algerian dispute. (Please turn to page 625) 
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A realistic appraisal of the 


CONSTRUCTION INDUSTRY 
=-Looking into 1960 


By Howard Nicholson 


> Construction trend in home-building, for capital spending, industrial and public works 
> Impact of higher interest rates and tight money, Presidential veto of “socialized” building 
—Congressional economy for road construction 


> Why suppliers’ profits fall short of sales gains 
> Profits—outlook for companies in various branches of the industry 


CONOMIC prosperity and building activity are 

interdependent. We scarcely can hope to enjoy 
good business without experiencing a high level of 
public and private construction. Moreover, steady 
employment creates an active demand for better 
housing. It is not surprising, therefore, to find that 
construction represents a major segment of the 
national economy. Under the circumstances, one 
would have every reason to expect a favorable trend 
in construction this year in reflecting the impact of 
a resurgence in industrial activity. 

For reasons to be mentioned in detail later, it ap- 
pears now that the construction industry is headed 
for a wider expansion in 1959 than in several 
years. New work is expected to rise about 14 per 
cent to $56 billion this year from $49.1 billion in 
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1958, while repair and renovation activity is expect- 
ed to total about $22 billion for the year, raising the 
total market for building materials, labor, etc., to 
some $78 billion for 1959. The momentum generated 
in recent months shows every indication of carrying 
over into 1960, and optimists currently are fore- 
casting another new high for next year. 

Whereas gains recorded in 1957 and 1958 were 
attributed chiefly to higher materials costs, it is 
apparent that much of the anticipated growth this 
year may be explained by enlarging physical volume. 
Accordingly, the excellent total of contracts placed 
this year virtually assures substantial increases in 
output for suppliers of cement, gypsum, lumber, 
paints and plumbing, representing the bulk of the 
industry surveyed in this discussion.It would be only 
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—Ist 6 Months 
Net Profit 
Net Sales Margin 
1958 1959 1958 1959 
(Millions) % % 


ALPHA PORT. CEMENT $ 17.1 5.7% 


/.C, (mil.) '57—$10.6; ‘58-$13.1 
AMERICAN MARIETTA CO. .......... 105.0 
W.C. (mil.) ‘57—$45.9; ‘58-$71.0 


AMERICAN RADIATOR 
W.C. (mil.) ‘57—$110.3; ‘58—-$113.6 


ARMSTRONG CORK 
W.C. (mil.) ‘57—$44.6; ‘58—-$50.3 


BESTWALL GYPSUM 
W.C. (mil.) ‘57—$4.9; ‘58-$5.5 


CAREY (PHILIP) MFG. CO. .......... 
Vv. C. (mil.) ‘57—$17.8; ‘58—$13.8 


C ELOTEX 
W.C. (mil.) ‘57—$24.1; ‘58—$21.9 


CERTAIN-TEED PROD. ...............0...++ 
W.C. (mil.) ‘57?$22.6; '58?$22.9 


CONGOLEUM - NAIRN 
W.C. (mil.) ‘57—$21.0; ‘58—-$20.2 


ce 159.2 
WC. (mil.) ‘57—$130.1; ‘58—$136.1 


FLINTKOTE 
W.C. (mil.) ‘57—$32.7; ‘58—$37.6 


GEN. PORTLAND CEMENT 
W.C. (mil.) ‘57—$11.7; ’58-$18.8 


HOLLAND FURNACE 
W.C. (mil.) ‘57—$9.2; ‘58—-$13.2 


JOHNS - MANVILLE .... 
W.C. (mil.) ‘57—$41.8; ‘58—$81.2 


LEHIGH PORTLAND CEMENT 
W.C. (mil.) ‘57—$18.9; ‘58—$15.2 


LONE STAR CEMENT 
W.C. (mil.) ‘57—$14.9; ‘58-$9.9 


MARQUETTE CEMENT MFG. 
Ww c. (mil.) ‘57—$8.6; ‘58—-$8.8 
W.C.—Working capital. 
*—Based on latest dividend reports. 2 
4 Deficit. 
Alpha Portland Cement: Despite handicap of narrow margins, modest 
improvement in earnings seems likely this year, reflecting benefits of 


odded peed Dividend is likely to hold at indicated $1.50 annual 
rate. 


6.6 


142.7 5.4 


191.5 2.2 3.6 


66.8% 46% 6.4% 


86 8.9% 9.1 


15.4% 02% 3.64 


34.33 1.3% 4.23 


39.4 48.5 


25.6 


5.7 
11.0 
11.14 


154 15.8 


American-Motietta: Sharp earnings improvement in first six months, 
pointing to full year’s results of more than $2 a share, paves woy for 
approval of 5-for-4 stock splits effective this month. Usual $1 dividend 
to continue. B61 

American Radiator: High rate of residential construction having favorable 
impact on sales, but margins remain disapponting and earnings improve 
ment has been below earlier hopes. Further modest dividend increase 
seems possible. Cl 

Armstrong Cork: Favorable effect of operating economies adopted last 
year reflected in larger sales volume, suggesting possibility of record 
earnings above $2.80 a share this year. Recent quarterly dividend in- 
crease from 30 cents to 35 cents, a logicc! action. B1 

Bestwall Gypsum: High rate of residential building and niodernization 
expected to provide stimulus for better earnings, especially after start- 
up of new gypsum mill in next few months. Initiation of cash dividends 
unlikely now. Cl 

Carey (Philip) Mfg.: Strengthening in asphalt roofing prices expected to 
have favorable effect on margins over remainder of 1959. Wide earn 
ings improvement anticipated with benefit of favorable Canadian tox 
rote. 

Celotex: With indications pointing to modest improvement in average 
selling prices, earnings are expected to register excellent improvement 
over 1958 showing of $2.79 a share. Continuance of indicated $2 annual 
dividend seen. 

Certain-Teed Products: Indications of keener competition in roofing 
materials, posing threat to profit margins, account for uncertainty in 
ovtlook despite high rate of residential activity. Dividend policy remains 
uncertain. C2 

Congoleum-Nairn: Although consumer response to introduction of new 


1958 


13% in stock. 
~—% share of Valspar Corp. 


7.7% $ .B6 


.50* 


1.29 


Net Per 


68 1.01 


30 58 


874 


__Position of Leading ‘Building Stocks 


Full Year 
Earned Per Dividend Per 
Share Share Indic. 
1958 1958 1959* 


Price Div. 
Range Recent Yield 
1958-59 Price % 


Share 


1959 1957 


$2.79 $1.50 43%- 27 34 44 


“$1.40 $2.90 


2.23 2.02 55 - 28% 44 2.2 


1.05 85 18%4- 11% 40 


83% 2.10 2.59 ‘ d 46 - 22% 3.1 


45%- 13'2 
52\2- 24 
44’2- 26% 
167- 
15%- 
53%4- 
44\4- 
43’8- 

.60 ‘ 15\4- 
2.00 597%- 
1.00 37%- 28 
38%s- 28% 


1.20 


1.50 1.60 59%4- 25% 


6 months ending April 30. 
4__1st quarter. 


types of hard surface floor covering has been encouraging, earnings 
prospects are less promising. Because of recent poor results, dividend 
resumption seems remote. 


Crane: Decision of new management to 
operations points to realization of large economies and to enlargement 


curtail extensive warehouse 


of cash resources, which may be used to reduce capitalization. Book 
value increased. 61 

Flintkote: High rate of residential building and modernization should 
enable this diversified materials producer to reach new high in sales. 
Despite pressure on margins, net profit may compare favorably with 
1958 results. Bl 

General Portland Cement: With benefit of accelerated highway program 
in marketing area and enlarged capacity, shipments are expected to 
continue improvement recorded in first half and to show above-average 
earnings gain. Al 

Holland Furnace: Progress achieved in revitalizing sales organization and 
in adopting management economies finding reflection in more satisfactory 
earnings. Wider coverage indicated for 60-cent annual dividend. B81 
Johns-Maaville: With four new plants contributing increased volume of 
products, Prospects appear promising for record sales this year and oa 
recovery in earnings to the best figure since 1956. Current annual divi 
dend is $2.00. Al 


Lehigh Portland Cement: Rise in capital spending plans should bolster 
demand for cement, but uncertainty over federal highway program re- 
mains a retarding influence. Modest increase in sales and earnings in- 
dicated this year. Al 

Lone Star Cement: Substantial expansion in recent years has strengthened 
company’s competitive position in domestic market, but margins have 
been disappointing because of keen competition. Longer term outlook 
seems promising. Al 

Marquette Cemest: Above-average demand in company’s marketing area 
in Middle West provides favorable background, but earnings improve- 
ment hardly likely to keep pace with sales gains. No further dividend 
rise indicated now. 





RATINGS: A—Best grade. 
B—Good grade. 


C—-Speculative. 
D—Unattractive. 


1—Improved earnings trand. 
2—Swustained earnings trend. 


3—1lower earnings trend. 
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realistic to note, however, that sales alone should 
not be taken as a guide to prospective earnings. In 
some cases, for example, profit margins have been 
trimmed by the ever present upward trend of wage 
rates. As a general rule, it may be assumed that 
prospects appear more encouraging for suppliers, 
but improvement in profits seems likely to fall short 
of the rate of sales gains. 


Construction Trends 


Before examining more closely the prospects for 
individual segments of the broad industry producing 
building materials, it may be well to review con- 
ditions affecting the trend of construction. A con- 
tinued strong uptrend in population growth and a 
high level of personal income largely explain the 
persistent demand for new homes. At the same time, 
enlargement of the scope of retirement programs 
encourages “senior citizens” to maintain separate 
domiciles, whereas a generation ago the elderly 
members of most families lived with married sons or 
daughters. As a consequence, the actual demand for 
housing has been greatly enlarged in the last two 
decades. This fact alone explains in large measure 
the extraordinary building boom in Florida and other 
areas having mild winter climates where retired per- 
sons establish new homes. 

Ability to finance purchases of residences is an 
important factor to be considered in studying the 
outlook for construction. The problem has been 
greatly simplified in recent years through modern 
mortgage arangements backed to a large extent by 
Federal Housing Administration facilities. Govern- 
ment assisted credit is widely used to provide buyers 
with new homes. The prolonged uptrend in industrial 
activity, affording a high level of employment and 
steady income, has enabled new home owners to get 
firm starts. Accumulation of substantial equities in 
a home subsequently has enabled owners to acquire 
larger quarters as families have grown. 

Personal income has moved upward steadily to an 
all-time high in the first half of 1959 to an indicated 
annual rate of $376.5 billion, or about $23 billion 
above the figure for the first half of 1958. All in- 
dications point to still higher levels for the year as a 
whole in spite of labor disputes that have closed 
down important industries. Current indications 
point to the likelihood that personal income this year 
may reach $380 billion, against $354.4 billion for 
1958. This fact alone should provide a strong stimu- 
lant for construction work in 1960 in spite of the 
prospect of further tightening in interest rates. 


Effect of Higher Interest Rates and Tight Money 


Prospect of gradual tightening in credit in com- 
ing months represents a restrictive influence that 
may hold down expansion in residential activity. 
Heavy demand for consumer goods, reflecting in 
part furnishing of thousands of new homes this 
year, has had an effect on the money market. In 
addition, the Federal Treasury has concentrated on 
the market for short-term money in financing its re- 
quirements. Banks have been called on to finance 
industrial purchases of unusually large inventories 
of steel and other raw materials that have been ac- 
cumulated to prepare for work stoppages. Alto- 
gether, these urgent needs for capital have pushed 
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interest rates to the highest level in a generation. 
Funds available for mortgages have become scarce 
and “choosy” with the result that residential pro- 
jects may be retarded for a time. A scarcity of mort- 
gage money, however, is unlikely to have a signi- 
ficant restrictive effect before next Spring. 









Capital Spending and Public Works 





Possibility of a slower pace in housing through 
the remainder of 1959 is not considered as posing a 
significant threat to materials suppliers, however, 
for industrial projects are expected to expand. Capi- 
tal spending programs have been stepped up in re- 
cent months as a consequence of the recovery in in- 
dustrial production and the prospective need for 
enlarged capacity to meet requirements of the com- 
ing decade. In addition, public works projects have 
more than kept pace with other categories in the 
construction field. 

Public construction gained momentum in June 
with a total estimated at $1.5 billion, while for the 
first half of the year total expenditures approxi- 
mated $7.4 billion, according to the joint report of 
the Labor and Commerce Departments. This figure 
represented an increase of about $900 million over 
the total of $6.5 billion for the first six months of 
1958. Much of the increase could be traced to outlays 
for highways, for government housing projects or 
for military construction, Washington officials said. 

Pressures in Washington to trim public housing 
programs in the interest of economy in government 
may have a restrictive effect on some public projects 
in the next year or two, but at the moment this de- 
velopment is not considered especially significant in 
the overall picture. 

























Impact of Housing Veto 


Mosc 
courc 





Evidence of the growing resistance to diversion of 


















larity 
government funds into so-called “socialized” hous- extra 
ing was afforded by the action of President Eisen- — 
hower last month in vetoing the $1.4 billion meas- Net 
ure approved in Congress calling for allocation of | 
$900 million for urban renewal projects over a two- ticipa 
year interval and for loans as well as loan guarantees ae 
on housing for elderly persons. The measure also oe 
provided for reductions in down payment require- - ogy 
ments on some FHA insured housing as well as for Hi} pins, 
an increase in maximum mortgage provisions gov- - adh 
erning FHA insured loans. The vetoed measure con- $2.20 
tained a provision for enlarging the Housing Ad-Jj] Prov 
ministration’s insuring authority which has been = 





virtually depleted. 





Residential Starts Slower 





Despite signs of a slower pace in residential] starts 
through the latter part of 1959, it is estimated that 
non-farm housing starts this year may approxi 
mate 1,360,000, compared with 1,209,400 in 1958 
and the relatively good year of 1955, which had 
1,329,000 starts. Although housing vacancies /e- 
main below normal, suggesting a comparatively 
tight supply of dwellings, it is doubtful that demand 
will become especially strong for another two or 
three years, because family formations are expecied 
to register no significant increase in the near future. 
and the number of married couples living with 
others is believed to be exceptionally small, indica- 
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Position of Leading Building Stocks—(Continued) 


—__—_—_—_—— 1st 6 Months—— 
Net Profit 
Margin 
1958 1959 
% % 


Net Sales 
1958 1959 
(Millions) 
MASONITE $ 43.45 $ 51.5° 
W.C. (mil.) ‘57—$17.9; ‘58—$12.2 


NATIONAL GYPSUM 
W.C. (mil.) ‘57—38.5; ‘58-$40.5 


106.3 8.1 11.5 1 


OTIS ELEVATOR N.A. NLA. 


W.C. (mil.) '57—$53.4; ‘58—$68.0 
PENN-DIXIE CEMENT 14.8 
W.C. (mil.) ‘57—$12.1; ‘58—$17.7 


17.3 


PITTSBURGH PLATE GLASS 7.1 


W.C. (mil.) ‘57—$134.8; ‘58—$140.5 


5.1 


PRATT & LAMBERT 10.2 5.2 5.8 


W.C. (mil.) ‘57—$7.4; ‘58-$7.6 


CS eee 38.2 
W.C. (mil.) ‘57—24.6; ‘58—$27.0 


43.1 3.7 5.9 


SHERWIN - WMS. CO. ..00000 ees 
W.C. (mil.) ‘57—$87.1; ‘58—$89.4 


U. S. GYPSUM 
W.C. (mil.) ‘57—$98.5; ‘58—$107.7 


U. S. PLYWOOD 
W.C. (mil.) -57—$72.1; ‘58—$65.9 


YALE & TOWNE MFG. 
W.C. (mil.) ‘57—$59.9; ‘58—$61.7 


N.A. N.A. NLA. 


63.9! 13.5! 14,7! 


238.72 3.15 5.65 


29.11 2.31 1.71 


W.C.-Working capital. 
Based on latest dividend reports. 


NA Not avaliable. 


Masonite: Demand for hardwood has improved sharply, affording en- 
covraging earnings recovery, but increasing competition and price irregu 
larity in plywood suggest possible slackening in uptrend. Possible small 
extra in stock this year BI 


National Gypsum: Acquisition of cement producer helps round out com- 
pany’s diversified lines and raises hope of record shipments this year. 
Net profit expected to reach best level since 1955. B1 


Otis Elevator: Continued uptrend in office construction and modernization 
finding reflection in record backlog of orders. New peak in billings an- 
ticipated this year. Net profit expected to set new high. Dividend rise 
possible. Al 


Penn-Dixie Cement: Industry overcapocity expected to continue a re- 
straining influence on sales and earnings for a time, but more satis- 
factory margins are envisioned in 1960. Maintenance of recent dividend 
rise anticipated. Bl 

Pittsburgh Plate Glass: Increase in demand for flat glass expected to 
take up most of slack likely to result from decision of Chrysler to pro- 
duce own requirements of auto plate glass. Dividend seems secure at 


$2.20 a year. Al 


Prott & Lambert: Increased volume achieved through first half of year 


RATINGS: A—Best grade. 
B—Good grade. 


C—-Speculative. 
D—Unattractive. 


1958 


6.5%" 6.3%" $1. 


38 


-321 


Net Per 
Share 
1959 


ull Year- 
Earned Per Dividend Per 
Share Share Indic. 
1958 1958 1959* 


Div. 
Recent Yield 
% 


Price 
Range 


1957 1958-59 Price 


93> $2.175 $3.50 $2.93 $1.20% $1.20 46%- 25% 42 2.8 


2.23 3.16 3.53 2.00 2.00% 71 - 42 60 3.3 


2.36 3.58 2.00 240 82%- 40% $77 3.1 


1.32 2.14 39%- 23% 34 5.9 


2.02 5.86 91\2- 67'2 86 2.5 


2.79 83 - 48 71 45 


1.58 3.26 2.00 47% 30% 43 4.46 


N.A. 11.38" 5.50 250 -130 235 2.3 


1.164 4.78 3.10 120 - 6542 107 2.9 


5.36% 2.47% 2.37 58%- 26% 48 49 


23! 2.11 1.50 39%2- 23% 37 4.0 


First quarter. 

Years ended August 31. 

Years ended April 30, 1958 & 1959. 
Plus stock. 

9 months ended May 31. 


encourages prospect of better profit margins and modest increase in net 
profit. Dividend expected to hold at $3 rate at a minimum 

Ruberoid: Despite competition in asphalt roofing finding reflection in 
price-shading, indications point to maintenance of reasonable margins 
and moderate improvement in sales and net profit over 1958. Dividend 
liberalized. BY 

Sherwin-Williams: Widespread strikes reported to have stimulated paint 
sales in many areas, contributing to higher volume for major suppliers 
New peaks envisioned in sales and earnings. Talk of stock split per- 
sists. Al 

U.S. Gypsum: Enlargement of volume, made possible by completion of 
another modern gypsum plant, expected to help improve margins this 
year. New peak in sales and earnings appears likely. Larger year-end 
extra seen. Al 

U.S. Plywood: Recurrent periods of excessive output and price-cutting in 
plywood contribute to uncertainty in earnings projections. Earnings ex- 
pected to compare favorably with 1958 showing and justify higher divi- 
dend rate. BI 

Yale & Towne: Resurgence in industrial activity having favorable impact 
on demand for materials handling devices, while building boom sparks 
sale of lock hardware. Increased volume points to wider margins. 81 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—ower earnings trend. 








ting that this potential market may not be as im- 
portant as in the past. 

Need for new homes currently is estimated at be- 
tween 1 million and 1.2 million a year, reflecting 
family formations averaging about 700,000 annually 
and destruction through fire or demolition of an ad- 
ditional 350,000 units each year. More and more old- 
er residences (including apartments) are being re- 
Placed each year, partly as a result of slum clear- 
ances, or in connection with highway projects that 
hecessitate the removal of homes that happen to be 
condemned for new transportation projects. 


15, 1959 


Highway Construction Lower 


Threat of a slowdown in highway expenditures 
has become increasingly evident as a result of the 
refusal of Congress to provide additional funds. The 
White House has recommended an increase in fed- 
eral gasoline taxes to provide needed revenues, but 
efforts to gain Congressional action along this line 
have proved futile. Optimists are hopeful that some 
favorable action will be taken this year. Government 
funds combined with usual state and local appropria- 
tions earmarked for road (Please turn to page 623 


607 






































Mid-Year Dividend Forecast 





HOW BRIGHT IS 


OUTLOOK for MACHINERY 
and MACHINE TOOL MAKERS? 


By GEORGE W. MATHIS 


> Is there dynamism in recent up-swing? 

& Backlogs and new orders—the criteria for machine tools 
> Steel inventories and recourse to imports 

> Companies in best position—those overpriced 


P to about six months ago the machine tool in- 

dustry had not experienced the recovery that 
normally should have taken place along with the 
gradual rise in the economy, but in the past two or 
three months machinery production has been on the 
upturn. 

Activity in these products, which began last year 
in the 1958 slow-down, was due in large measure to 
the policy on the part of many companies of modern- 
izing their equipment in order to effect essential 
economies of operation and improve efficiency. The 
problem of over-capacity has not yet been solved, 
despite the sharp recovery this year. 


Will Steel Strike Interrupt Progress? 
The huge inventories accumulated in anticipation 
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of a steel strike are likely to affect the machinery) 
and machine tool industry only temporarily, if thé 
business upturn continues into 1960. However 
should the strike last over three months there coull 
be a slow-down, unless the inventories are muci 
greater than reported or if steel imports could také 
up the slack. The latter would sustain activity, and 
the advantages in the price factor of import ste 
would help to maintain and even improve earnings 


The Extent of Recovery in the Machinery Industry 


In a recently conducted survey by the Nationa 
Industrial Conference Board, it was shown that thé 
newly-approved capital appropriations by manufa¢ 
turing companies in the first quarter of 1959 are thé 
highest since the first quarter of 1957. 
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Leading Machinery Manufacturing Companies 





Full Year - 
Dividend Per Price 

Share Indic. Range Recent 
1959* 1958-59 Price 


—— Ist 6 Months ————__ —— - 
Net Profit Net Per Earned Per 
Margin Share Share 


Net Sales 


ecast 


1958 1959 1958 1959 1958 1959 1957 1958 1958 


——{Mibllions) % % 
AMER. MACH. & FDRY. ............... $100.9 
W.C. (mil.) ‘57—$94.7; ‘58—$85.4 
BLAW-KNOX / 93.0 37 48 
W C. (mil.) ‘57—$42.0; ‘58—$47.0 


L037 13.34 11.0% 4% 4d.54 
W C. (mil.) ‘57—$25.1; ‘58—$24.7 


$1226 4.6% 





BU CYRUS-ERIE 
W C. (mil.) ‘57—$36.6; ‘58—$37.4 


BUFFALO FORGE ‘ 13.11 42! 
W C. (mil.) ‘57—$10.4; ‘58—$10.4 


14.54 d5.9% 


CLARK EQUIPMENT ¥ 103.1 4.1 
W C. (mil.) ‘57-$49.3; ‘58—-$50.7 
COOPER-BESSEMER ...........cccccccccccseee 27.1 305 5.46 
W C. (mil.) ‘57—$20.9; ‘58—$23.1 
FAIRBANKS, MORSE & CO. ............ 44.5 NA. 42 
W C. (mil.) ‘57—$40.3; ‘58-$46.7 


FAIRBANKS WHITNEY CORP. ........ 76.2 725 45 
W.C. (mil.) ‘57—$24.1; ‘58-$21.9 


FOSTER-WHEELER ; 1.8 
W.C. (mil.) ‘57—$18.9; ‘58—$20.5 


GARDNER-DENVER CO. ................ , ‘ 353 7.9 
W.C. (mil.) ‘57—$40.8; ‘58—$41.1 

INGERSOLL-RAND A. N.A. NA. 
W.C. (mil.) ‘57—$85.1; ‘58—$87.7 

Be GIFT chincecinphaisinimiatniniiinsntinassinnesens 66.6% 70.2% 3.98 
W.C. (mil.) ‘57—$48.8; ‘58—$47.3 


LINK BELT J 782 3.8 
W.C. (mil.) ‘57—$54.0; 

MESTA MACHINE 

W.C. (mil.) ‘57—$20.6; ‘58—$23.1 


UNITED ENG. & FODRY. .............000.. N.A. 
W.C. (mil.) ‘57—$20.4; ‘58—$22.1 


WORTHINGTON CORP. .................. 
W.C. (mil.) ‘57—$70.6; ‘58—$73.1 





W.C.—Working capital. 
*—Based on latest dividend reports. 
d—Deficit. 
NA-—Not available. 
Amerienn Machine & Foundry: Earnings are on the upturn with backlog 


more than doubled in the past year. Company proposes 2 for 1 split and 
increase in annual dividend rate from $2.00 to $2.60 on present stock. 81 


Blaw-Knox: See text for comments. B1 


Bliss (E.W.): Operations are highly cyclical but company will be a bene- 
ficiary from upturn in plant and equipment expenditures. Earnings trend 


6.9% $1.38 


1.90 2.48 


$2.27 $3.51 $3.19 $1.70 $2.00 97%- 32% 97 


3.99 3.84 1.25° 140 56%- 23% 55 


06% 4.06 2.50 s 50 22 - 12% 20 


2.77. 4.90 75 35%- 25 30 
2.31 2.00 ; 37%4- 27 35 
2.70 4 8912- 86 
2.54 e ’ 445s- 42 
76 / j 432- 
4.41 10%- 
4.47 4912- 
563s- 
4.00 . 109 - 
2.20 4 58 - 
3.52 2.70 73 - 
N.A. . 6.81 3.50 ; 82%4- 39 
1.29 ' 2.75 1.00 j 23%- 11% 
2.10 6.35 4.76 6.35 8412- 45% 


1__6 months ending May 31. 
Plus stock. 
9 months ended June 30. 
First quarter. 
managements hos proven itself. D1 
Foster-Wheeler: In a highly competitive area of the capital goods indus- 
try. The shores remain speculative due to wide fluctuations in earn- 


ings. Cl 


Gardner-Denver: Company is currently showing a modest upturn in earn- 
ings and should benefit from the improvement in demand for machin- 


achinery appears about to reverse. ery. 
ly, if the Bucyrus-Erie: Company is in a position to gain from both road-building Ingersoll-Rand: This compeny is a leading manufacturer of a broad line 
However and construction activity. Earnings apparently are improving. B81 of capital goods. Even in recession years earnings have held up well. 
Evidence of improvement should not be too far away. A2 
ere could Buffalo Forge: An established company that is widely diversified in é : 
uch capital goods, but has not yet reflected the upturn in business in its Joy Mfg. Co.: Continued improvement in the European economy should 
re m earnings. be reflected in an increased demand for coal. Company is leading pro- 
ld take ducer of coal mining equipment. B82 
pu . 
. Clark Equipment: See text for comments. B1 
vity, ane Link-Belt: See text for comments. B1! 
t stee Cooper Bessemer: See text for comments. B1 
OTT Svce Mesta Machine: A leading producer of heavy equipment for the steel 
earnings Fairbanks, Morse: A leading producer of scales, pumps, electric motors industry. Should participate fully in steel modernization-expansion pro- 
and other products (84% controlled by Fairbanks Whitney, formerly Penn- gram. 


lustry 

Nationé 
that thé 
manu fae 
9 are the 
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Texas Corp.) Cl 


Fcirbanks Whitney: Although earnings improvement has been evidenced, 
we would avoid commitments in the stock of this company until the 


United Engineering & Foundry: See text for comments. 81 


Worthington Corp.: See text for comments. 62 





RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3 —Lower earnings trend. 
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This is the logical result of the need to adjust 
our economy to the realities of the dynamic com- 
petition that we are certain to feel from mechanized 
low-labor-cost countries and from the various com- 
mon markets, as well as the economic warfare with 
Russia, which does not have to consider profits in the 
selling price of its goods. 

Conditions today are quite different from those 
that existed in the 1949-53 period, when the Federal 
Reserve Index of Industrial Production advanced 
45.7%, while the machinery production index ad- 
vanced 91.1%, or almost twice as much. This was 
due in a large measure to our transition, from serv- 
ing as the arsenal for the world to supplier of the 
unfilled civilian demand for all kinds of goods, as 
well as to our across-the-country expansion, which 
reached enormous proportions during that period. 

In the 1954-57 period, the overall production index 
advanced 17.8%, while the machinery index ad- 
vanced 26.3% or about 1% times as much, due in a 
large measure again to modernization of plants and 
the increase in productive capacity that took place 
at a time of cheap money. 

In the recent recovery, the overall production in- 
dex at the end of May had advanced 20.6%, while the 
machinery index had advanced 22.6%, or less than it 
advanced in the 1954-57 period. 

Since the end of 1958, machinery production has 
picked up momentum, especially in the month of 
May, the latest month for which we have figures 
available, as the table shows: 


FEDERAL RESERVE BOARD INDEX (Monthly) 


% Change % Change 
Industrial from Machi- from 
Production Bottom  nery Bottom 
Apr./May 1958L 126 37 





11.0% 


Dec. 1958 142 +12.7% 152 
Apr. 1959 = 150 +19.0% 165 +19.0% 
May 1959 152 +20.6% 168 +22.6% 


L—Low point. 


The Machine Tool Industry 
—Backlogs and New Orders 


New orders are the key factor in the excellent 
recovery made by this segment of American busi- 
ness. Since last year, new orders have picked up 
significantly. In June, machine tool orders reached 
the hichest level since March, 1957—nearly 38% 
above May and nearly double June, 1958, when the 
industry was close to the low point of the recession. 
Continuing improvement in our economy and the re- 
tooling in process in the automobile industry may 
indicate that new orders are likely to remain in an 
upward trend in coming months. 

Not to be overlooked in this study are the statis- 
tics on plant and equipment expenditures which are 
closely correlated to the machinery industry. These 
expenditures dropped from approximately $37 bil- 
lion in 1957 to about 30.5 billion in 1958. Early esti- 
mates have placed the 1959 figure around the $31 
billion level, but the recovery has been so strong 
that these estimates are now being revised upward. 
For example, third quarter expenditures are esti- 
mated at over $33 billion on an annual basis. If the 
present trend continues, the 1960 figure may ap- 
proach that of 1957. However, it is always well to 
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remember that such estimates are subject to change 
or adjustment. 






Fundamentai Reasons for Recovery 


sasically the recovery in the Machine Tool Indus. 
try can be attributed to two reasons. In the first 
place, consumer demand has far surpassed expecta- 
tions of a year ago, and some industries are finding 
it necessary to discover ways to increase output 
sooner than anticipated. For example, prior to the 
strike, steel production was higher than 92% of 
capacity. True, some of the demand necessitating 
this high level stemmed from building up reserve 
inventories against a strike. Nevertheless, indica- 
tions point to an expansion in demand sufficient to 
require the steel industry to step up its capital ex. 
penditure program to keep in line with the times 
and looking ahead to the great age of world indus. 
trialization. 

Other industries, such as textiles and aluminum, 
have experienced unexpectedly sharp recoveries. 
Aluminum is gaining a greater variety of uses than 
previously anticipated and the textile industry is 
undergoing a remarkable upsurge. The machinery 
industry should be the prime beneficiary of this 
stepped up spending for new facilities and equip 
ment. 

Another sound reason for improvement is the 
need for modern machine tools and related equip. 
ment. The economy has reached a point where it is 


















































































no longer expedient to pass on higher prices to thef ; 
consumer. Therefore companies are seeking to avoid 
consumer resistance to their products. \ 
Industry has found it increasingly difficult to v 
maintain adequate profit margins in the face of 
higher operating costs and thus modernization of 7 
plant layouts and equipment is vital. As a result, 
automated machinery that reduces labor costs and 
increases the efficiency of operations is replacing old, 
out-moded equipment. 
Intensification of Domestic and Foreign Competition - 
Competition among domestic companies is becom- - 
ing more intense and machinery that can decrease 
costs and maintain or increase output is being pur- ~ 
chased by many companies. Foreign competition at ch 
decisively lower prices, from manufacturers with po 
ample labor supply, is forcing American concerns to Cir 
buy more labor-saving machinery and keep their ~~ 
plants as up-to-date as possible. iw 
The Individual Companies Looking to 1960 Mo 
As in the case of other industries, many changes == 
and consolidations are taking place in machinery and 
machine tools. The following companies in this group{ Main 
have been selected for special comment. prese 
most 
Blaw-Knox makes a broad line of specialized ma- 
chinery and equipment for the steel. construction, Cin 
chemical, utility and other basic industries. Also, Poor 
it designs and erects complete plants and is in ag ™a) 
position to benefit from the increasing number of™ Ment, 
nuclear power plants that will be built in futures large: 
Acquisition of Aetna-Standard Engineering early ing Produ 
1959 increased the company’s participation in them Penefi 
field of specialized equipment for steel plants, an 
area which looks promising for coming months. In Clan 
spite of the capital goods slump in 1958, Blaw-Knox§f "¢Ss 
AUGU 
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~ = — Ist 6 Months 
Net Profit 
Net Sales Margin 
1958 1959 1958 1959 
—(Millions)—-_ % % 


BLACKER & DECKER 7.1%! 8.7%! 


W.C. (mil.) ‘57—$20.9; ‘58—$22.4 


$ 32.0! $ 39.0! 


N.A. 49.21 
W.C. (mil.) ‘57—$9.6; ‘58—-$8.4 


CHICAGO PNEUM. TOOL 18.4° 10.75 


N.C. (mil.) ‘57-$46.1; ‘58—46.6 
3.3° 1.52 


CINCINN. MILLING MACH. ............ 47.42 


W.C. (mil.) ‘57—$46.4; ‘58—$47.4 
7.732 6.3% 


3 eee 50.93 


W.C. (mil.) ‘57—$38.2; ‘58-$36.6 
MONARCH MACH. TOOL 

W.C. (mil.) ‘57—$6.6; ‘58—$6.5 
NATIONAL ACME 

W.C. (mil.) ‘57—$24.1; ‘58—$24.0 


SUNDSTRAND CORP. ..............0:00000 39.9 
W.C. (mil.) ‘57—$21.7; ‘58-$22.3 


UNITED-GREENFIELD CORP. ............ 18.8 240 3.7 6.2 


W.C. (mil.) ‘57—$21.7; ‘58—-$21.8 





VAN NORMAN INDUST. ................ 9.85 10.65 41.35 1.95 


W.C. (mil.) ‘57—$20.6; ‘58—$18.7 


W.C.—Working capital. 
*—Based on latest dividend reports. 
NA—Not available. 


Black & Decker: This established company has an excellent record as a 
manufacturer of portable electric tools. Earnings have recently turned up 
sharply. 

Bullard Co.: This manufacturer of heavy-duty machine tools has an erra- 
tic record, with deficits in several recent years. 


Chicago Pneumatic Tool: Relatively favorable record of earning power in 
postwar years. Prominent in pneumatic machinery. B2 


Cincinnati Milling Machine: See text for comments. B82 


Ex-Cell-O Corp.: Much of its business is subject to shifts in military field 
and cyclical influences. To date, earnings recovery has been disappoint- 
ing. 


Monarch Machine Tool: In spite of disappointing earnings over the past 





Leading Machine Tool Companies 


1958 


$2.23! 


d 621 


Full Year 
Earned Per Dividend Per 
Shore Share Indic 
1958 1958 1959* 


Div. 
Recent Yield 
1958-59 Price % 


Net Per Price 


Share 


1959 1957 


$3.17! $5.40 $3.16 $1.70 $2.00 


N.A. 29 42.70 


3.14 


63'2- 43% 
3858- 157% 


20%4- 11% 


1__9 months ended June 30. 
224 weeks ended June 20. 
3—6 months ended May 31. 
4_Plus stock. 

5__First quarter. 


year, this company has had an impressive long-term record and enjoys 
an extremely strong finencial position. It has done well in the field of 
automation. BI 


National Acme: In spite of a somewhat erratic earnings record in recent 
yeors, this company has o strong financial position. Closely allied to the 
fortunes of the auto industry, it should do better this year. BI 


Sundstrand Corp.: See text for comments. B1 


United Greenfield Corp.: Earnings are on the upturn and the dividend 
has been recently increased. Future lies largely in how successfully the 
merged companies can operate as a team. B81 


Van Norman Industries: This company has had an erratic record, espe 
cially in recent years and while some near-term improvement is indi 
cated, the stock is not one which generates particular enthusiasm. D1 

















maintained a relatively high level of earnings, and 
present indications are that 1959 will be one of the 
most profitable years in the company’s history. 


Cincinnati Milling Machine — Nothwithstanding a 
poor earnings showing so far this year, the stock 
may be considered, for a semi-speculative commit- 
ment, when properly priced. The company is the 
largest manufacturer of machine tools used in mass 
production industries, and is thus in a position to 
benefit from a high level of industrial activity. 


Clark Equipment — With over one-third of its busi- 
hess in industrial trucks, used mainly to handle ma- 
AUGUST 


15, 1959 


terials inside plants, and another third in construc- 
tion machinery, Clark Equipment stands to gain 
from any future increase in plant and equipment 
expenditures. Earnings so far this year have run 
ahead of expectations and, in the June quarter, 
amounted to the largest figure ever reported for a 
3 months period. It is possible that results for the 
year 1959 may approach the levels of 1955 and 
1956. 


Cooper-Bessemer benefitted from the reversal of 
the “Memphis” decision, which stimulated construc- 
tion of natural gas pipelines. The outlook for the 
oil industry has probably (Please turn to page 624) 



































Special Feature ... 





Contrasting prospects for... 


COMPANIES IN 
SPECIALIZED INDUSTRIES 


By Nathaniel C. Schwartz and Josiah Pierce 


F immediate value to subscribers who are now 

checking their holdings, we are presenting this 
special section again, as we have done each year, 
to provide a careful—ready reference—review of a 
number of stocks that cannot be classified as belong- 
ing to any broad industrial group, as usually de- 
fined. However, many issues in this category are in 
the somewhat unique position of virtually represent- 
ing a distinct industry, through their particular 
products or activities, as a glance at the accompany- 
ing tables will disclose. 

From the point of view of investor interest, we 
have included in the unclassified group certain ma- 
jor industrial enterprises—such as Eastman Kodak, 
Minnesota Mining & Manufacturing and National 
Lead. Each of these companies produces special prod- 
ucts that are in growing demand, and their common 
stocks are widely held by institutions and individ- 
uals alike. Again, this group contains a number of 
well known stocks that are stable dividend-paying 
issues—such as American Chicle, Diamond Gardner, 


612 


Hershey Chocolate and Wm. Wrigley Jr. 

Our unclassified list will be found to include com- 
panies in the heavy industries—for example, Ameri- 
can Chain & Cable, Babcock & Wilcox and Scovill 
Manufacturing. While their business is cyclical in 
character, such companies are in a position to benefit 
from any improvement in demand for capital goods 
that may arise over coming months. 

Mentioned should be made of two prominent com- 
panies in our list, with large interests in Central and 
South America—namely, W. R. Grace & Co, and 
United Fruit. As in the case of other stocks review- 
ed, we have commented on the outlook for these 
issues. 

Our “Specialties” Group 


Finally, the unclassified group includes a num)er 
of stocks that may properly be termed “specialties”. 
This is not to say that they lack merit or investor in- 
terest. As generally understood, the term denotes 
that such companies are engaged in more or less 
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Net Profit 
Net Sales Margin 
1958 1959 1958 1959 
—(Millions) % % 
AMER. CHAIN & CABLE ............... $ 27.0! $ 28.0! 3.9%! 4.4%! 





W.C. (mil.) ‘57—$34.0; ‘58—$35.9 















AMERICAN CHICLE ..........0...ccccccecseee A. N.A. N.A. 


W C. (mil.) ‘57—$23.9; ‘58-$25.3 


N.A. 






BOAT, GETIIED ccevevcccnescensesosvsceapecee . 14.5 
W C. (mil.) ‘57—$13.4; ‘58-$14.8 


43 3.1 












ANDERSON CLAYTON ............cccsee 450.2% 355.3% 1.4% 1.74 
W.<. (mil.) ‘57—$118.8; ‘58—-$114.4 








N.A. 





N.A. 





ARCHER-DANIELG. ............c.scccseeeserees A. N.A. 
W C. (mil.) ‘57—$46.7; ‘58—$47.9 


BABCOCK & WILCOX oo... ccceeees 192.1 174.3 2.5 5.8 
W.C. (mil.) ‘57—$130.3; ‘58-$125.0 












BRUNSWICK-BALKE _ ...........ccccceeceeees ‘ . . 6.0 
W.c. (mil.) 57—$29.6; ‘58—$54.0 


CARBORUNDUM CO. ..........ccccccsseeees 45.7 584 18 6.2 
W.©. (mil.) ‘57—$38.3; ‘58—$40.1 


CONSOL. LAUNDRIES ................00000 A. A. NLA. NLA. 
W.c. (mil.) ‘57—$1.3; ‘58-$2.6 


CROWN CORK & SEAL ................... 58.1 62.0 1.5 2.1 
W.C. (mil.) '57—$2.5; ‘58—$2.2 


DIAMOND GARDNER ......00........00000 39.4 44.0 45 4.4 
W.C. (mil.) ‘57—$45.6; ‘58—$52.7 


W.C.—Working capital. 1__First Quarter. 





Based on latest dividend reports. 


American Chain & Cable Co. is benefitting by the prosperity in general 
business with sales and eurnings expected to show a sharp recovery 
over last year. Maintenance of the 62'/2 cent quarterly dividend rate is 
indicated. Although the business is widely diversified, it is subject to 
cyclical variations. B81 

American Chicle: Sales and earnings of this second largest chewing gum 
manufacturer is expected to continue in an upward trend. Increasing 
youth population augers well for the longer term. Dividends, paid regu- 
larly since 1926 have averaged 65% in the past five years and yield is 
good 

American Seating: This largest manufacturer of public seating equipment 
should reflect the demand from schools, churches, public buildings for 
more equipment, and sales and earnings, despite first quarter deficit, 
should compare favorably with last year’s results. Dividends were re- 
cently increased to 40 cents quarterly and a year-end extra may approxi- 
mate the 30 cents paid last year. 

Anderson Clayton: Operations are world-wide. Besides being the largest 
cotton merchandising company also operates vegetable oi! refineries, 
sells green coffee and produces food products. Prospects are favorable 
for the current year aided by the prospect of a larger cotton crop and 
also an improvement in export demand. Foreign operations are also 
expected to show betterment. 

Archer Daniels Midland: Demand for vegetable oi! is expected to show 
improvement in the current fiscal year and the St. Lawrence Seaway 
should stimulate overseas business. The $2.00 annual dividend rate is 
expected to continue. B1 

Babcock & Wilcox is a large producer of steam power plant equipment 
also makes equipment for chemical and petroleum industries and is active 































RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 









——_—_ Ist 6 Months ———_——_— — Full Year ——_— - Price Div. 


Net Per Earned Per Dividend Per Range Recent Yield 
Share Share Share 1958-59 Price % 
1958 1959 1957 1958 Indic. 
1958 1959* 


$ 91! $1.10! $5.93 $3.59 $2.50 $2.50 61 -39'2 60 4.1% 





1.41 


1.94% 1.84% 476 2.49 2.00 2.00 41'2-33 40 5.0 





1.45 278-137 25 5.8 
55 1.23 18 1.41 41 -12 39 
47 51 2.15 1.92 2.00 2.00 37 %-25\4 33 6.0 


NA —Not available. 26 months ended April 30. 16 ths ended J y 31. 


mm ____________________ 
Survey of 34 Unclassified Stocks 








1.60 2.81 2.95 





1.88 2.00 55%4-31'% 





98 69 2.65 3.10 150 160 41 -22% 35 45 








3.36 2.00 492-29 47 42 
79 1.65 2.69 2.11 1.005 1.00% 4234-26 39 25 
4.15 6.40 81 1.50 105%-24's 101 1.4 


50 2.13 3.61 2.21 160 1.60  56%4-30% 55 2.9 





3__Plus stock. 





in atomic energy development. Competition from foreign producers of 
public utility generating equipment has resulted in some price cutting 
recently ond sales for the current year may be somewhat smaller but 
net earnings from all operations are expected to show a moderate in- 
crease over 1958. Dividends have been paid each year since 1881 with 
the single exception of 1939. B81 


Brunswick Balke Collender: Earnings from the automatic pinsetter and 
school equipment and medical supplies are expected to show a further 
increase in the current year. Foreign sales are rising. Dividend yield is 
quite small as cash payments are conservative. 81 


Carborundum: This leading monvufacturer of abrasives was founded in 
1891. Expansion into nuclear metallurgy and refractory materials offers 
promise for the future. Sales and earnings are expected to show a 
significant improvement over last yeor's results and dividends should 
continue at 40 cents quarterly. B1 

Consolidated Laundries: Moderate earnings gains have been reported in 
recent years; extension of service territory should result in better volume. 
Dividend yield is satisfactory. 


Crown Cork & Seal: New management is improving operations but com- 
petition in the company’s field is intense but net should show a good 
increase over last year. Dividend resumption is not an immediate pros- 
pect. Cl 

Diamond Gardner Corp., formarly Diamond Match Co. has diversified 
operations widely as a result of mergers and internal expansion with 
pulp and paperboard packaging materials accounting for the largest 
volume displacing matches and lumber as the leading sales producers 
A moderate increase in net income is indicated for the current year. B1 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 























pecialized activities. For instance, this becomes 
eadily apparent when considering the diverse na- 
re of the products or services supplied by such 
ell-known companies as American Seating, Ander- 
on Clayton, Brunswick-Balke-Collender, Gillette Co., 
ertz Corp., International Salt, Outboard Marine and 
immons Co., among others. 

For the benefit of our readers, we are presenting 
atis‘ical tables showing sales, earnings, dividends 
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and prices for the 34 unclassified stocks. We feel 
that our comments on each stock, following the 
tables on pages 613, 614 and 615, give you a con- 
densed and accurate picture. These comments out- 
line the business and prospects of each company 
and, where pertinent, point out the element of risk 
involved in various issues. This is of particular 
timelines under current market conditions, — and 
the outlook for a higher return on money. END 



































Survey of 34 Unclassified Stocks—(Continued) 








Ist 6 Months Full Year —————-_ Price Div. 
Net Profit Net Per Earned Per Dividend Per Range Recent Yield 
Net Sales Margin Share Share Share 1958-59 Price % 
1958 1959 1958 1959 1958 1959 1957 1958 Indic. 
—(Millions)— % % 1958 1959* 





$ .96 $1.36 $2.55 


$2.57 $1.42 $1.48 97%- 485% 95 1.5% 





.68 1.15 2.38 


2.76 90> 1.20 45%- 16% 44 2.7 














1.21 1.37 3.45 2.14 1.80 180 44%- 36% 38 47 





1.32 1.52 2.80 2.97 2.25 2.25 53%- 33% 50 4.5 








1.65 2.24 3.16 2.64 2.00 2.00 50%4- 28 








EASTMAN KODAK ..............0c000000 $353.6 $400.7 105 13.1 

W.C. (mil.) ‘57—$294.2; ‘58-$326.0 

SEA eee 26.9 31.6 2.8 5.6 

W.C. (mil.) ‘57—$14.3; ‘58—$15.0 

EE Re Oe N.A. N.A. N.A. NLA. 

W.C. (mil.) ‘57—$16.2; ‘58—$17.9 

ES ee 91.5 976 134 144 

W.C. (mil.) ‘57—$34.7; ‘58—$43.7 

Re 157.6 144.4 2.4 3.5 

W.C. (mil.) ‘57—$53.1; ‘58—$52.5 

GREE GP. CD GB GO, cnceccicccercccenses N.A. N.A, N.A. N.A. 
W.C. (mil.) ‘57—$120.6; ‘58—$130.2 

IIIT GOING... gsscascscccescscnvsciesesnece . 7.03 7.83 §23 5.23 
W.C. (mil.) ‘57—$61.0; ‘58—$55.4 

EE EE eae 21.33 25.23 2.93 5.53 
W.C. (mil.) ‘57—$4.1; ‘58—$1.5 

INTERNATIONAL SALT ................000 N.A, N.A. N.A. NA 

W.C. (mil.) ‘57—$7.4; ‘58—$10.7 

JOHNSON & JOHNSON ................ 128.2 149.8 4.6 


W.C. (mil.) ‘57—$63.5; ‘58—$70.5 


MERGENTHALER LINO. ...........000000008 15.11 10.51 2.5! 13.0! 
W.C. (mil.) '57—$26.1; ‘58—$25.6 





W.C.—-Working capital. 
d_Deficit. 
NA—Not availab'e. 
* Based on latest dividend reports. 


Eastman Kodak: Record sales and earnings were reported in the first 
half of the current year and the outlook for the second half continues 
bright with good demand for photographic equipment, chemicals and 
electronics divisions, should be aided by additional defense contracts 
and new civilian volume. This blue chip continues to offer good long 
term prospects. Al 


Ferro Corp.: A good gain was reported in the early months of this year 
and an extension of sales is indicated for the balance of the year. De- 
mand for porcelain enamel frit should increase with the demand for 
home appliances improving and also greater construction activity. In- 
creased usage of plastics is also a constructive factor. Foreign business 
expected to increase. 


Filtrol Corp.: Operations of this major producer of petroleum cracking 
catalysts have been adversely affected by competition from synthetics 
and newer catalysts and also by smaller demand from the oil industry. 
A moderate improvement is likely over coming months but net income 
should approximate last year’s results. Financial position is strong. B2 


Gillette Co.: Gillette continues as the world leader in the razor blade 
field. Diversification into other fields such as cosmetics through its Toni 
Division and also Paper Mate pens plus entry into the proprietary drug 
field enhances longer term outlook. B1 


Glidden Co.: Earnings for fiscal year ending August 31 will show a 
sharp improvement over last year due to better demand for paint, titan- 
ium dioxide, metal powders and food products. The $2.00 annual divi- 
dent yields a fair return. BI 


W. R. Grace & Co.: This international holding company through its 
diversified operations should report this year a gain in chemical volume 


RATINGS: A—Best grade. 
B—Good grade. 
C—-Speculative. 
D—Unattractive. 


N.A. N.A. 3.30 


5.8 1.13 1.30 2.49 2.38 -82 


2.06 2.20 1.60% 54%2- 41 52 3.0 


1.373 1.563 6.03 5.25 3.15 3.15 79 -53% 77 40 


-203 423 (1.92 1.47 807 1.00 46%- 24% 40 2.5 


4.03 5.04 8.80 8.81 475 5.50 1722-100 164 3.3 


80 70%4- 34 64 1.2 





851 2.941 6.03 4.73 507 2.00 64%- 30% 60 3.3 


1__6 months ended March 31. 
2—Plus stock. 
3_first Quarter. 


also in packaging materials and some revenue improvement in shipping 
and also some pick-up in Latin American operations. 


Hershey Chocolate: This largest U.S. manufacturer of chocolate and cococ 
products has shown steady earnings and dividends over a long period 
of years. The stock is closely held and thus is inactive marketwise. 
Earnings are expected to show a moderate increase over last year and 
dividends should equal or better the $3.15 a share of last year. Al 


Hertz Corp.: Hertz leads in the car-truck rental business with foreign | 


operations now expanding. A good improvement in net is indicated for 
the current year and dividends probably will continue at the $1.00 
annual rate. Bl 


International Salt: This largest domestic rock salt producer sells the bulk 
of its product to industrial and municipal users. Industrial sales are ex- 
pected to increase with better demand from the chemical industry and 
other major consumers. Expansion for household purposes is also ao 
favorable factor. The stock is regarded as a high quality issue with 
moderate long term growth prospects. Al 





Joh & Joh World’s largest manufacturer of surgical dressings 
and related products, reported fairly stable earnings in recent years 
with operations of foreign subsidiaries substantial and these are non- 
consolidated and these and domestic operations offer long term growth 
Dividend yield is quite small. B1 





Mergenthaler Linotype: A sharp recovery is indicated for the fiscal yeor 
ending September 30 over deficit reported last year. Dividends were 
resumed last March and should continue at the 50 cent quarterly 
rate. Bl 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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W.M. (mil.) ‘57—$52.3; ‘58—$52.3 


W.C.-Working capital. 
NA —Not availab'e. 
4 _Deficit. 
* Based on latest dividend reports. 


Minnesota Mining & Manufacturing: Growth record over the years has 
been outstanding and a further gain is indicated for the current year. 
Exceptional research has aided in developing new products and expand- 
ing foreign sales is also a favorable factor. Stock traditionally sells at 
a high multiple earnings and yield is very small. Long term future 
continues bright. Al 








W. A. Sheaffer Pen: Competition in the pen field is very keen and 
She 


National Lead: Demand for company’s products used in the automotive, 
oil drilling, metal and railroad industries should increase and net in 
tome should recover substantially over last year’s results. Entry into 
additional new fields enhances longer term growth prospects. Al 


Outboard Marine: Company is the largest in the outboard motor field 
and is benefitting from the steadily rising demand for pleasure boating 
equipment. Earnings this year should show a good increase over 1958 
and continuance of the 80 cent annual rate is indicated. BI 


Rheem Manufacturing: A good recovery is indicated for the current year 
over the deficit of 1958 with better demand for central heating and air 
conditioning equipment, steel and fibre shipping containers and plumbing 
fixtures and also auto springs and bumpers. Disposal of unprofitable 
divisions has improved operations and prospects but the business con- 
tinves cyclical. Last dividend was 10 cents on December 10, 1958. Cl 


Scovill Manufacturing: A better demand for brass and other non-ferrous 
meta! products for the auto, radio and electrical goods fields should 
lift earnings substantially this year over last year’s deficit. Dividends 
may be resumed. BI 









affer is seeking to bolster revenves and earnings by initiating ac- 


Quisitions in order to achieve some diversification. C2 


RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D—Unattractive. 


Survey of 34 Unclassified Stocks—({Continued) 





$ 472 $782 $2.34 $2.58 $1.20 $1.40 


1.70 2.21 4.64 3.65 3.25 3.25 


Ist 6 Months 
Net Profit 
Net Sales Margin 
1958 1959 1958 1959 
ao ss —iillions)—- —% = =% 
MINN. MIN, & MPG. ...........cccccec0e $ 85.22 $102.32 93° 12.9° 
W.C. (mil.) ‘57—$82.9; ‘58—$99.7 
NATIONAL LEAD 222.8 264.5 89 10.1 
W.C. (mil.) ‘57—$114.2; ‘58—$120.1 
OUTBOARD MARINE ............cc0000 74.31 70.61 3.41 5,71 
W.C. (mil.) ‘57-$42.6; ‘58—$49.1 
RHEEM MFG. 73.5 75.7 446 1.7 
W.C. (mil.) ‘57—$36.0; ‘58—$33.9 
I icici 28.22 36.92 d 62 3.07 
W.C. (mil.) ‘57—$35.1; ‘58—$29.9 
SHEAFFER (W. A.) PEN. ..........cc0.0000 N.A. N.A, N.A. NA. 
W.C. (mil.) ‘57—$14.9; ‘58-$15.7 
I isiciaiiiaitinianainns 27.72 31.62 2.72 4.4? 
W.C. (mil.) ‘57—$42.8; ‘58—-$43.4 
SPENCER KELLOGG. ...........cccccscesesee 91.0 973 82 10.4 
W.C. (mil.) ‘57—$20.3; ‘58—$21.3 
es N.A. N.A. N.A. NA. 
W.C. (mil.) ‘57—$44.8; ‘58—$47.5 
VANADIUM CORP. ...........c.ccccecsssees 11.22 148° 3.42 45° 
W.C. (mil.) ‘57—$22.1; ‘58—$21.5 
WESTERN UNION ooo... cccccescseeseees 123.8 1372 36 56 
W.C. (mil.) ‘57—$30.4; ‘58—$36.1 
WRIGLEY (W.) JR., CO. ........cccccseee 44.3 45.9 12.0 11.0 


United Fruit: Earnings for the first half of this year were substantially 


Wm. Wrigley Co.: Earnings have shown good stability over the years 
but no growth. This is an income stock yielding a better than average 
inczme return. A 


—— — —_———— Full Year ————_—___ Price Div. 
Net Per Earned Per Dividend Per Range Recent Yield 
Share Share Share 1958-59 Price % 
1958 1959 1957 1958 Indic. 
1958 1959* 


151%-73'2 147 .% 


131%2-84% 129 2.5 


331 521 1.67 : 1.16 .80 80 39%-20% 37 21 
26 66 97 12 10 — 25%-10% 23 — 
d 16? 662 1.31 25 75 - 7. 419 26 
N.A. NA. 75 1.02 60 60 12-8 11 5.4 
662 1.212 4.87 407 2.50 2.40 59%2-33% 56 42 
.60 1.10 1.00 1.00 80 80 21%-11% 18 44 / 

1.15 3.59 2.60 3.00 2.00 50%-34% 33 “60 - 
311 sx? 315 1.01 1.50 1.00 | 42 ar % 27 

1.23 203 1.89 1.20 1.20 43%-15 42 2.8 

2.64 5.54 5.19 450 450 92%-78% 91 49 





1_6 months ended March 31. 
=__First Quarter. 






Simmons Co.: Company is the dominant factor in the bedding field and 
intreduction of living-room furniture enhances outlook. A moderate in- 
crease in sales is indicated for the current year reflecting general busi- 
ness prosperity and increased consumer demand. Dividend yield is satis- 
factory. Bl 





Spencer Kellogg: Past record has been unimpressive as vegetable oil 
field is volatile but earnings are expected to show a moderate increase 
this year. Dividends probably will continue at 80 cent annual rate. This 
issue is speculative. C1 






lower but company estimates that for the full year banana shipments 
will exceed moderately last year’s results and returns from other lines 
should hold up fairly well. Weather conditions and political factors in 


Latin American countries influence earnings substantially but dividend 
record going back to 1899 is exceptionally good 


Vanadium Corp. of America: Activity of this integrated producer of 
chromium, vanadium and other ferroalloys depend to a good extent 
upon activity in the alloys field industry although uranium production 
is also important. Some improvement is indicated for the current year 
and dividends at 25 cents quarterly are expected to be maintained. B! 


Western Union: Expansion of private wire and facsim'le services should 
be reflected in higher earnings this yeor. The 30 cent quarterly dividend 
rate yields a modest income return. 81 






1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 
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Rail Action 


Declines and recoveries in rail 
stocks are typically sharp, but 
long-term behavior is, and prob- 
ably wil remain, inferior to that 
of the industrial average. The 
rail group widely outgained the 
industrial list from the 1957 low 
to mid-January, 1959, on a per- 
centage basis, lagging thereafter 
and currently, with the steel 
strike now an adverse factor. 
While the industrial average has 
risen to record levels, the rail av- 
erage has yet to equal either its 
1956 or its 1959 high. Some fur- 
ther rail rise is by no means ruled 
out, but the potentials appear 
largely diminished as compared 
with the 1957-1958 gains from a 
depressed base. Results from rail 
stock recommendations made 
since the start of this year have 
been mostly disappointing, even 
though moderately profitable, 
and some rose sharply. One of 
the latter is Western Maryland, 
recommended here in our May 9 
issue at 78, recently at a high of 
9414 and presently at 90. But this 
is a special situation, with a divi- 
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ror PROFIT ann INCOME 


dend boost and stock split good 
possibilities before the end of the 
year. If and when the good news 
comes, we would take profits. 
From this point on, it could be 
sounder strategy to pare or elim- 
inate rail holdings on strength 
than to enlarge commitments. 
Drugs 

Long-pull prospects for mak- 
ers of ethical drugs and proprie- 
tary products remain promising, 
but current price-earnings ratios 
are generally high. From a Feb- 
ruary, 1957, low the stocks have 
risen an average of about 180%, 





compared with some 70% for t 
industrial list over the same pe 
od. So wide a gain in relative m: 
ket position can hardly be exten 


ed into an indefinite future. 


cent market behavior of these! 
sues has been quite mixed, wi 
some down fairly sharply fr 
their highs, including Abb 
Laboratories, Merck, Norwil 
Pharmacal and U. S. Vitam 
Most others are off little or mé 
erately. Weighing further me 
um-term possibilities, Brist 
Myers appears to be one of 

better choices in the group at 
for the recently split shar 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Delaware & Hudson Co. o......cccccccccccesseeseeeee 


Lorillard (P.) Co. 


I 


Champlin Oil & Refining 
General Instrument 
Great. Northern Rwy. 
North American Aviation 


I 
INI TIL: (ll.vsicohngiiciassentbsiiinsesnanaonabaasieient 


-- 6 mos. June 30 


.. Quar. June 30 


. Quar. June 30 
.. Quar, June 30 .73 


1959 
$1.27 
1.11 
6.09 
12 weeks June 14 .70 
6 mos. June 30 1.00 
Quar. May 31 14 
6 mos. June 30 1.75 
Quar. June 30 1.07 
1.10 


Quar. June 30 
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against a high of 421%, priced in 
the vicinity of 22 times probable 
record 1959 earnings of around 
$1.80 a share, against 1958’s 
$1.46. 


Relative Market Strength 


In recent trading up to this 
writing, stock groups performing 
appreciably better than the mar- 
ket include: Chemicals, coal, bak- 
ing, containers, automobiles, fi- 
nance companies, liquors, meat 
packers, oils, rail equipments and 
textiles. The previous sub-averave 
behavior is continuing for air- 
crafts, coppers, gold mining. ship- 
building, sugar and_ sulphur. 
among others. Mostly in technical 
adiustments, the following groups 
also are lagging at least for the 
moment: Aluminum, drugs, elec- 
trical equipments, appliances, TV- 
Radio issues, farm equipment, 
machinery, motion pictures, of- 
fice equipment and tires. 


Oi! Rally 


\t this time, all sections of the 
oil list have had the best rally in 
some time. Whether it is more 
than a rebound from an over- 
sold position remains to be dem- 
onstrated over a period of time. 
The industry’s medium-term out- 
look, which is no better than fair, 
has not changed. However, some 
long-pull demand has come in on 
the apparent reasoning that the 
stocks, after substantial declines, 
are among the less inflated issues 
in the market. Institutional hold- 
ings of oil have long been heavy; 
and a number of funds have here- 
tofore been paring positions. 
Since holdings remain large, a 
basic shift to expansion of them 
seems unlikely. If that is so, step- 
ped - up institutional selling on 
strength could keep the rally 
vithin moderate limits. 


A Sound Buy 
Efficiently integrated, Timken 


National Sugar Refining 
American Sugar Refining 


United States Lines 


UII RII MINIT: sssthccrcnccthitnsinatenuiinnioasinnibon 
I a icteric aahaisaiartideniitinit 
Minneapolis & St. Louis Rwy. ............ccccsss00 


eee 


Symington-Wayne Corp. .........:-s:sessseeseversesseeees 





American Export Lines 
Brooklyn Union Gas 
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Roller Bearing is the largest 
maker of tapered roller bearin«s, 
most widely used in the auto- 
motive field; and is a substantial 
maker of high-grade alloy steels, 
which provide nearly a third of 
sales. It is not affected by the 
steel strike. First-half profit rose 
over 152% to a record $2.93 a 
share. Full-year net should ap- 
proximate $5.00 a share, a new 
peak, up from $2.10 in 1958 and 
comparing with the previous peak 
of $4.50 in 1956. The dividend is 
$2.00, with an increase or a siza- 
ble year-end extra likely. The 
company’s record is above aver- 
age, with continuous dividends 
since 1922. Its long-range poten- 
tial appears at least average, and 
probably somewhat better than 
average. Yet, at 57, the stock is 
priced around 11.4 times likely 
1959 earnings, against an estimat- 
ed average around 16.0 for in- 
dustrial equities generally. The 
stock is only some 11% above its 
1956 high, against about 29% for 
the Dow industrial average. A 
basis for further worthwhile rise 
appears to be indicated. 


Where They Stand 
During approximately the first 


seven months of 1959, percentage 
gains were roughly 5 times that 
of our composite index of 300 
stocks for the mail-order stock 
group, 4.4 times for textiles and 
for TV-Electronic stocks, 3.5 for 
agricultural implements, 3.4 for 
aluminum and 3.0 for automo- 
biles. Groups little changed since 
start of the year or up less than 
the composite average for the 
seven months are air condition- 
ing, baking, construction, busi- 
ness machines, dairy products, 
finance companies and paper. 
There were large net declines for 
sugars and sulphur stocks, a siza- 
ble decline for oils, smaller de- 
clines for aircraft containers and 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1959 
26 weeks May 29 $ .13 
6 mos. June 30 1.15 
6 mos. June 30 -88 
6 mos. June 30 1.51 
24 weeks June 20 57 
6 mos. June 30 1.63 
6 mos. June 30 56 
6 mos, June 30 1.86 
6 mos. June 30 1.22 
Quar. June 30 iS 


food stores. 
Divergencies 


Price variations among stocks 
in any group can be wide. That is 
especially so in groups with a 
relatively small number of issues 
and in which performance of one 
is outstanding for special reasons. 
So in some instances, “group” 
performance can he a fallible 
guide and you need to look be- 
hind it. Thus the seven-month rise 
of over 50% by the mail-order 
group was made spectacular by a 
gain of some 142% for Spiegel, 
Inc., while the price advances of 
Montgomery Ward and Sears, 
Roebuck were far more moderate. 
Again, in the office machine field, 
International Business Machines 
towers over some other issues like 
a skyscraper over a shanty. This 
stock has “gone to town” over the 
years. Some other issues have 
moved about in line with the in- 
dustrial average. Several are un- 
der olders highs by substantial to 
wide margins. 


Some Recommendations 


Revlon was recommended here 
last November at 40 and last 
January at 54, It is now at 61, off 
from recent new high of 63%. 
Possibilities are not unlimited in 
this situation. Hold the stock for 
the present. Don’t buy more. . 
Blaw-Knox was recommended in 
March at 43. Now at 55, it re- 
mains reasonably priced and has 
further potentials . . . In textiles, 
Lowenstein was recommended in 
February at 1534. It still has a 
basis for working above present 
level of 21144 ... The same goes 
for American Viscose, recom- 
mended here last January at 37 
and now at 54... Also for Pull- 
man, recommended in the June 6 
issue at 65, and now at 70... Now 
at 3814, Clevite was recommended 
last December at 23. We suggest 
holding it for further possibi- 
lities, but not new buying 
American Enka (textiles) was re- 
commended in the May 23 issue 
at 33 and the July 4 issue at 38. 
It is presently at 43, off from 
recent high of 46, is moderately 
priced and should rise further... 
A number of department store 
stocks recommended earlier at 
lower prices still look relatively 
attractive including Gimbel Bros. 
and Klein Department Stores, the 
former now at 47, the latter at a 
little above 20. END 
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INTERESTING TO 
NOTE — The rise in 
industrial production 
line between 1956-57 
was offset by econo- 


ACTIVITY, 


Industrial Production 


a 
Forecaster roo nenax eTown 


THE TREND 


mic decline in that ‘ RELATIVE STRENGTH MEASUREMENT 


period, accurately 
forecasting heavy 
inventory accumula- 
tions. 


WwW ith the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 
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(+)—Seasonally adjusted except stock and commodity prices. 
(a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 


A NTS | } oer rere na a ora 
J 957 ¢ 958 % 1959 * 


39 y (1950 gy Wor J 1952 


“1953 =«y «O98 GCSSCCQy(‘i SCS’ 


This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity in itself 
is not u true gauge of the business outlook—tke right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general busi- 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important con- 
traction in our economy. 

We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


At the start of the second half, the majority of the 
indicators entering into the Trend Forecaster were 
still in a rising trend, although the uptrends were no 
longer unanimous, or as sharp as in the Spring of 
the year. 

Durable goods orders, average hours worked, 
stock prices and industrial commodity prices have 
been in well defined uptrends, despite near-term ir- 
regularity. Housing starts have been moving side 
wise while business failures (inverted) have been 
subject to sharp fluctuations but their over-all move- 
ment has been higher. Nonresidential construction 
contracts and new incorporations have been declin- 
ing, but the weakness in the latter is merely a re 
action to the previous artificially high level induced 
b; legislation encouraging new incorporations. 

Reflecting the softening in some of the indicators, 
the Relative Strength Measurement in June evident- 
ly subsided a little from its May level, but remains 
approximately in the plus three range indicative of a 
continued uptrend in general business. 
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CONCLUSIONS IN BRIEF 


PRODUCTION — advance brought to a halt by steel 
strike, but will be resumed when strike is over. Further 
gains probable in machinery and equipment, and soft 
goods, appliances, autos. Textile recovery now nearing 


peck. 


TRADE — retail sales still in $18.3 billion range, but no 
further gains indicated this Fall. Heavy credit buying 
already in progress in autos, and other consumer goods; 
credit repayment burden rising rapidly. 


MONEY & CREDIT — the supply of funds has tightened 
further in recent weeks, and still more tightness is in 
store for the last half of 1959. Long-term rates already 
at new postwar peaks; short-term rates (Treasury bills, 
prime commercial paper) likely to reach new peaks by 
year-end. 


COMMODITIES — mild strength in industrial commodi- 
ties, but still isolated; no general price strength apparent 
yet. Farm commodity prices still in a mild decline. Out- 
look: very little net change in remainder of 1959, with 
a slight rise in industrial prices offset by some decline 
in the farm sector. 


MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMSER BANKS) 
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OWARD the close of July, the commercial bank- 

ing system was operating with roughly $700 
million of borrowings from Federal Reserve Banks 
over their excess reserves—the largest net deficit 
position of the current cycle, and very nearly a rec- 
ord for the postwar years. Together with climbing 
interest rates, the deficit of reserves spell out the 
classic symptoms of extreme pressure on the sup- 
ply of funds for business purposes. The question, of 
course, is what parts of the economy will now be 
priced out of the market for funds. 

In past recoveries, the brunt of money tightness 
was borne initially by the residential building mar- 
ket, and then later by corporations and municipal 
governments. Approximately the same order seems 
to be involved now, although it is unfolding at a 
higher level of interest rates than applied in any of 
the earlier postwar recoveries. 

Long-term rates, as measured by highest grade 
bonds, are now almost 2% higher than at the peak 
of money tightness in mid-1957, a period character- 
ized by a sharp dropping off in the rate of commit- 
ment of bank funds for government - guaranteed 
mortgages. The allowable rates on these mortgages 
are also somewhat higher now than they were 
then; the gap, as calculated by the prospective lend- 
er, is about the same, and it is a reasonable guess 
that the same consequences will follow. It is, ac- 
cordingly, probable that by late in the year, long- 
term funds available to the mortgage market will be 
shrinking. 

At the same time, advancing plant and equipment 

(Please turn to the following page) 





Essential Statistics 











THE MONTHLY TREND 


Unit 


Month 


Latest 
Month 


Previous 
Month 


Year 
Ago 





INDUSTRIAL PRODUCTION®* (FRB) 
Durable Goods Mfr 





Mining 


| 1947-’9-100 | June 


1947-'9-100 
1947-’9-100 


| 1947-’9-100 





RETAIL SALES* 
EE NI stants siini-siesaibbasiaalilens 
Nondurable Goods 
Dep’t Store Sales. 








$ Billions 
$ Billions 
$ Billions 
1947-'9-100 





MANUFACTURERS’ 
New Orders—Total* 
Durable Goods 

Nondurable Goods 
Shipments* 
Durable Goods 
Nondurable Goods 














BUSINESS INVENTORIES, END MO.* 
Manufacturers’ 
Wholesalers’ 
Retailers’ 

Dept. Store Stocks 


CONSTRUCTION TOTAL. 
Private 
Residential 
All Other 
Housing Starts*—a 























$ Billions 
$ Billions 
$ Billions 
$ Billions 
$ Billions 
$ Billions 


June 


June 


| 
| June 
| 
| 


June 
| June 
June 
| June 


June 
June 
June 
June 
June 
June 





$ Billions 
$ Billions 
$ Billions 
$ Billions 
1947-'9-100 
$ Billions 
$ Billions 
$ Billions 
$ Billions 
Th A 





Contract Awards, Residential—b. 





Total Civilian 
Non-Farm 
Government 
Trade 
Factory 
Hours Worked. 
Hourly Earni 
Weekly Earnings. 





























PERSONAL INCOME* 
Wages & Salaries. 
Proprietors’ | 
Interest & Divid 
Transfer Pay 
Farm | 











+ 








| 


$ Millions 
$ Millions 


Millions 
Millions 
Millions 
Millions 
Millions 
Hours 
Dollars 
Dollars 


$ Billions 
$ Billions 
$ Billions 
$ Billions 
$ Billions 
$ Billions 


May 
May 
May 
May 
May 


July 
July 
July 
July 
June 
June 


June 


155 
172 
146 
126 


18.2 
6.2 
12.0 


145 


31.1 
15.8 
15.3 
31.3 
15.8 
15.5 


153 
169 
144 
126 


18.3 
6.1 
12.2 
144 


30.5 
15.2 
15.3 
30.7 
15.5 
15.2 


133 


132 
139 
129 
112 


16. 
5. 
11. 


6 
2 
3 





88.2 
51.5 
12.2 
24.5 
151 


87.6 
51.1 
12.1 
24.5 
151 


5.0 
3.5 
2.1 
1.4 








CONSUMER PRICES 
Food 
Clothing 
Housing 














1947-'9-100 
1947-'9-100 
1947-'9-100 
1947-'9-100 





MONEY & CREDIT 


All Demand Deposits®............0..0+ | $ Billions 


Bank Debits*—g 
Business Loans Outstanding—c. 
Instalment Credit Extended* 
Instalment Credit Repaid* 





| 


| 


$ Billions 
$ Billions 
$ Billions 
$ Billions 


112.4 
94.1 
31.7 

4.0 
3.5 


92.0 


4.0 
3.6 





FEDERAL GOVERNMENT 


Budget Receipt 
Defense Expenditures................000 
Surplus (Def) cum from 7/1........... 





| 


$ Billions 
$ Billions 
$ Billions 
$ Billions 


10.0 
8.6 
44 

(12.5) 


5.4 

6.2 

3.6 
(14.0) 





PRESENT POSITION AND OUTLOOK 





programs may be driving corpo- 
rations increasingly into the long- 
term market: the withdrawal o! 
the mortgage borrowers will thus 
not be reflected in easing rates 
but simply in a shift of the burder 
of high rates to the corporate sec 
tor. And throughout this period 
local governments will be facing 
some of the stiffest borrowing 
terms in over thirty years. By lat« 
1959, credit policy will thus be 
playing its classical role of pricins 
less determined borrowers out o* 
the market, thereby deferrins 
their plans until the pressure fo 
funds has eased. 
+ * + 


MACHINE TOOL UPSWING — in 
June, machine - tool orders ad- 
vanced sharply, to about $67 mil- 
lion. Orders for metal-cutting tools 
were about $54 million, and ship- 
ments for this type of tool in the 
second quarter rose to over $10) 
million, the highest quarterly total 
since the second quarter of 195%. 
Even this level of volume is far 
from a boom; in 1952-1953 quar- 
terly volume of shipments aver- 
aged close to $300 million. How- 
ever, the machine tool recovery 
seems clearly here, and is likely to 
run through 1959 and into the first 
half of 1960. This is good news for 
one of the nation’s more depressed 
industries. 


* * * 


EXPORTS AND IMPORTS — in May, 
U. S. merchandise exports rose 
slightly, for apparently seasonal 
reasons. Imports also rose, but to 
a lesser degree, and the merchan- 
dise export surplus, which has been 
painfully thin throughout the year, 
widened just a bit. However, the 
May improvement is hardly a very 
optimistic reversal: in the first five 
months of 1959, exports were 6° 
lower, and imports 16% higher, 
than in the corresponding period 
of 1958. Moreover, if nonmerchan- 
dise items—that is, service items— 
are considered, the U. S. apparent- 
ly ran an import surplus at an an- 
nual rate of about $1.4 billion in 
the second quarter. This year’s 
import surplus is the first since 
1953, and is larger than the rate 
at any time in that year. The im- 
port surplus is, of course, an im- 
portant factor in the United States’ 





THE MAGAZINE OF WALL STREE! 





Swa! 


Coo OH HAA HA As oS > & & ee Ee E 


[ Suuwenenevenabancouay 
nm 


Pal 
~ 





and Trends 



































QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 

os of Dellare—Sonsenally Adjested, at Aanval Rates loss of gold in recent years. There 

is no particular indication, more- 

1959 1958 : ‘ : . d 

SERIES Sinai ane init Quorte| Over, that the import surplus and 

" i IV " the outflow of gold are now over; 

_ it is ssib both 

GROSS NATIONAL PRODUCT 483.5 470.2 457.1 mas} | ne gp ponme wngg h 

yurder Personal Consumption 311.5 303.9 299.1 290.9 | Conditions — & 
> aoe Private Domestic Invest. ..........ccvs00 75.6 69.8 61.3 51.3 1959 and into 1960. 
- Net Exports —1.4 0.9 0.2 1.2 

period Government Purch 97.8 97.4 96.5 91.1 wo 

facing ee | 540 53.8 54.2 51.3 | SECOND QUARTER GROSS NATIONAL 

‘owing — “6 as a2 397 PRODUCT — it has shown a sharp 

iy late ry ong 381.1 371.8 366.3 355.0 advance from first-quarter levels, 

us be Tax & Nontax Payments 45.8 44.4 43.4 42.1 ni to recent release of re- 

ricin; Disposable Income 335.3 327.4 322.9 312.9 according : i | > oat t 

= Consumption Expenditures .... 311.5 303.9 299.1 290.9 vised estimates by the epar men 

out 0 Personal Saving—d 23.8 23.5 23.7 22.0 of Commerce. In the new figures, 

orring CORPORATE PRE-TAX PROFITS ms “3 446 334 | Output in the second quarter of the 

re fo Corporate Taxes ons 22.6 21.9 165 | vear was at an annual rate of about 





Hr yamaha ove 23.8 22.7 17.1 | $484 billion, or about $13 billion 

ane mg wand = oe 124 higher than in the first quarter. 
tained Earnings ..... . ........-ssssssnee — 11.0 10.7 45 = Fo 

Almost $8 billion of the quarter- 

22 23 30.4 30.0 30.3_/ to-quarter increase reflects a sharp 

TRE gain in personal consumption ex- 

THs WEEKLY ND penditures, particularly for con- 

sumer durable goods (and most 











Week Latest Previous Year 



































Unit Ending Week Week Ago particularly for autos). Other sig- 
MWS Business Activity Index®..| 1935-'9-100 July 25 2858 302.4 276.1 nificant gains: the rate of resi- 
\ usiness ivi ncex”.. - ¥- u " J ° s« +} ye ath “mr? « 
MWS Index—per capita® .. .. | 1935-’9-100 July 25 | 2098 2219 2060 | ential construction rose about $1 
Steel Producti % of Capacity Aue. 128 129 578 billion, shipments of machinery to 
Auto and Truck Producti Th d Aug. 151 156 81 business rose about $2 billion, and 
sneer eee heer ne Tons | July 313 275 290 inventory demand increased about 
Paper ew ers Thousand Tons Jul 281 278 267 We Pali . 4 a 
Electric Power Output* 1947-'49-100 July 2522 2516 2308 | %2 Dillion. Notably, almost all of 
Freight Carloading Th d Cars July 536 585 608 the gain in output went to the pri- 
covery Engineering Constr. Awards....| $ Millions July 332 652 388 vate sector; the annual rate of gov- 
" l > te Department Store Sales....... .... 1947-"9-100 July 117 118 1 ernment spending increased by less 
ely to Demand Deposit $ Billions July 62.0 61.2 60.5 hi eI billi 
1e first Business Failures—s July 245 242 264 than $'% billion. ; 
ws for *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d)—Excess of 
pressed disposable income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 


centers. (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 
Exch. Comm., Budget Bureau. 






































n May, THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
S rose No. of 1959 Range 1959 (Nov. 14, 1936 Cl.—100) High Low 
2>asonal Issues (1925 Cl.—100) High low July24 July 31 100 High Priced Stocks 268.4 
but to 300 Combined Average .... 492.4 436.9 4896 491.8 100 Low Priced Stocks 585.4 
rchan- 4 Agricultural Implements ..... 492.4 356.2 481.9 485.4 5 Gold Mining ’ 853.0 
as been 3 Air Cond. (‘53 Cl.—100) .... 137.2 125.0 1250 127.5 4 Investment Trusts ' 174.2 
e year, 10 Aircraft ('27 Cl.—100) 1191.0 1227.8 1240.1 3 Liquor ('27 Cl.—100) 1429.2 
. the 7 Airlines (27 Cl.—100) ’ 1079.6 1329.5 1329.5 8 Machinery 452.4 
er, Ul 4 Aluminum (‘53 Cl.—100) ... . 392.0 594.5 568.7 3 Mail Order 253.1 
a very 5 Amusements y 200.5 248.7 250.6H 4 Meat Packing ; 204.4 
rst five 6 Automobile Accessories , 413.4 521.8 525.8H 5 Metal Fabr. (‘53 Cl.—100) .. ; 181.3 
sre 6% 6 Automobiles ‘ 93.7 126.2 125.2 9 Metals, Miscellaneous ; 369.4 
~~ 4 Baking (’26 Cl.—100) 38.7 40.2 41.3 4 Paper ’ 1170.1 
higher, 4 Business Machines ‘5 1225.9 1317.2 1304.2 | 22 Petroleum 776.9 
period mae 692.9 822.0  835.5H | 21 Public Utilities ’ 338.3 
orchan- 4 Coal Mining } 28.1 37.5 36.4 6 Railroad Equipment ............ ' 86.9 
4 Communications . 164.6 202.1 197.2 20 Railroads ies I 71.7 
tems— 9 Construction . 1587 1743 1743 3 Soft Drinks .... cv 599.8 
parent- 7 Containers ; 988.8 1076.7 1098.7 12 Steel & Iron 392.5 
an ali- 6 Copper Mining . 280.7 327.9 333.5 4 Sugar : 95.2 
ion in 2 Dairy Products 138.8 157.4 160.3H | 2 Sulphur 664.7 
5 Department Stores , 119.1 139.1 141.5H | 11 TV & Electron. (‘27 Cl.—100) 65.6 
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Trend of Commodities 












SPOT MARKETS—Sensitive commodities were slightly higher in 
the two weeks ending July 31 and the BLS daily index of 22 
such commodities rose 0.1%, to close at 86.9. The index has 
moved lethargically in recent months, remaining within a 11 
point range since late March, The minimal advance in the last 
two weeks of July reflected some betterment in prices of a 
few raw industrial materials, with higher quotations posted 











FUTURES MARKETS—Commodity futures improved somewhat in 
the two weeks ending July 31, although a good many com- 
modities were virtually trendless. Higher prices were regis- 
tered by wheat, oats, soybeans, cocoa, hides, rubber, wool and 
zinc. Other commodities were mostly mixed, with some 
months advancing while other months receded 

Wheat futures improved during the period under review, 























































































































































































































































































































































for hides, rubber and wool tops. At the same time, cotton, with the nearby September option advancing 1% cents, to pr 
tallow and tin were lower but the gains were somewhat close at 190%. This year’s wheat crop is well under last a 
larger than the declines. year’s record harvest, but this has been counterbalanced by § bil 
Among the broad list of commodities covered by the BLS the lower rate of entry into the loan. Storage facilities are of 
comprehensive weekly index, the same stagnation reigned. ample and this has enabled many farmers to defer a decision tot 
The over-aH index dropped 0.1% due to further decline in the on utilizing the support program. If prices ease, however, 0 
farm product and food components of the index, while the growers can easily place their wheat in the loan and this § [thé 
index of all other commodities remained unchanged. should act to support prices. ave 
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A Realistic Appraisal of the 
Construction Industry 





(Continued from page 607) 


programs are expected to reach 
a total this year approaching $6 
billion, representing an increase 
of about 8 percent over the 1958 
total, but doubt has been cast on 
the amount of funds that may be 
available in the final months of 
the year. Substantial increases 
are scheduled for the next few 
years, but these amounts now are 
male uncertain by the lack of 
Congressional action. Final de- 
termination of expenditures in 
this category is important to the 
cement industry. 


Home Modernization 


Although statistics covering 
expenditures on modernization 
and improvement of existing 
homes are more difficult to com- 
pile than are figures applicable to 
new construction, all indications 
point to significant gains in the 
use of lumber, especially plywood, 
as well as wallboard and roofing 
in the category of modernization. 
Many homeowners have _ been 
compelled to enlarge dwellines to 
care for family additions. These 
projects include installation of ex- 
tra rooms or extensions to pro- 
vide larger quarters. Expendi- 
tures of this type usually register 
greatest increases in times of 
prosperity. All indications point 
to a substantial uptrend this year 
and next. 

From the observations just pre- 
sented, one may come to the con- 
clusion that the outlook for sup- 
pliers of building materials is re- 
assuring. No significant adverse 
development is in sight at the 
moment. Jt is important for in- 
vestors to consider conditions 
within a segment of the industry, 
however, for factors affecting one 
group may not necessarily apply 
to another. Accordingly, in the 
subsequent paragraphs we shall 
review individual sections. In ad- 
dition, brief observations on pros- 
pects for individual companies 
may be found in the accompany- 
ing statistical tabulations. 


Cement — Chiefly as result of 
acceleration in the highway pro- 
gram early in the year, cement 
shipments recorded a sharp in- 
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crease in the first half, and set a 
pattern pointing to a record vol- 
ume of more than 325 million bar- 
rels for the year. Improvement 
ranging upward of 20 per cent in 
the first few months reflected an 
earlier start than usual this year 
on road construction, and a com- 
parison with unusually small vol- 
ume in the March quarter of 
1958. Although with rare excep- 
tions, cement producers failed to 
develop orders sufficient to place 
operations at capacity, indications 
point to slightly more satisfac- 
tory results for 1959. 

Greater efficiency obtainable 
from new facilities, along with 
larger volume at key points, helps 
explain higher earnings for repre- 
sentative producers in face of in- 
creased labor costs and the handi- 
cap of operating at an average of 
about 80 per cent of capacity. In- 
dustry capacity has increased to 
slightly more than 400 million 
barrels annually, whereas demand 
this year is likely to reach be- 
tween 325 million and 330 mil- 
lion barrels, compared with 307 
million in 1958. Here and there, 
a few companies favored with 
ideal conditions have been able to 
come close to capacity output in 


the peak summer season. 


Because of the threat to profit 
margins caused by keen compe- 
tition and pricing policies that al- 
low for virtually no upward re- 
vision in quotations this year, in- 
vestors have shied away from the 
cement group. Representative 
stocks have recovered moderately 
from 1957 reaction lows, but most 
have failed to recover to the op- 
timistic evaluations placed by the 
market in 1956. Typical price be- 
havior has been flat for a con- 
siderable period, suggesting that 
stocks in this group probably are 
fully deflated for the time being 
if not especially attractive for 
near-term price appreciation. 


Wallboard and Roofing — Pro- 
ductive capacity in these lines 
continues more than adequate 
with the result that keen compe- 
tition tends to restrict margins 
to bare minimums. Strong de- 
mand has prevailed for both gyp- 
sum wallboard and asphalt roof- 
ing through the early months of 
1959, but output showed signs of 
surpassing demand a few weeks 
ago and prices began to ease in 
certain areas. Part of price in- 
creases put into effect by major 
roofing manufacturers last au- 
tumn and again in the March 
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quarter were cancelled. Principal 
roofing makers have adopted ag- 
gressive diversification plans that 
hold promise of achieving a meas- 
ure of stability in the earnings 
picture. Stocks in the group have 
rather fully discounted the im- 


AREA RESOURCES BOOK 















Write for FREE COPY 
Box 899, Dept. S 
Salt Lake City 10, Utah 





& LIGHT —— 
C 0. Utah-Idaho 


Colorade-Wyoming 











YALE & TOWNE 
286th Quarterly Dividend 


37'2¢ a Share 





Payable: 
Oct. 1, 1959 
Record date: 


Sept. 10, 1959 


Declared: 


; July 30, 1959 
||| Wm. H. MATHERS 


Vice-President 
and Secretary 


THE YALE & TOWNE src. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 

















Dividend Notice 


AMERICAN & 
FOREIGN 
POWER 

COMPANY INC. 


100 CHURCH STREET, NEW YORK], N.Y. 
The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for pay- 
ment Sept. 10, 1959 to share- 
holders of record at the close 
of business Aug. 10, 1959. 


H. W. BALGOOYEN, 


Executive Vice President 


and Secretary 
July 31, 1959. 




















proved results anticipated for 
1959. 


Plumbing and Heating — Closer 
control over market requirements 
and benefits of operating econo- 
mies adopted last year are con- 
tributing to more satisfactory re- 
sults this year for prinicipal 
manufactures in this group. Keen 
competition still is evident, how- 
ever, along with evidence of over- 
capacity, suggesting a general 
lack of special appeal for repre- 
sentative stocks. Some price ad- 
vances put into effect early in the 
year have been maintained as 
compensation for increased labor 
costs. A slowdown in residential 
construction likely would have an 
adverse effect on margins by late 
1959 and the forepart of 1960. 


Lumber and Plywood — Urgent 
demand developing for plywood at 
a time of comparatively limited 
supply set the stage for several 
price advances that helped widen 
margins for representative pro- 
ducers and found reflection in 
good earnings. Output stepped up, 
however, and brought about price 
reductions a couple of months 
ago. With construction destined 
to hold at a comparatively high 
level, even if housing should be 
slightly curtailed, it seems unlike- 
ly that any serious cut in plywood 
quotations will develop this year. 
Principal suppliers of lumber and 
plywood are diversified to some 
extent and enjoy means of com- 
bating adverse price trends. Gen- 
eralizations in recommendations 
in this group are difficult. END 





How Bright Is Outlook for 
Machinery and Machine 
Tool Makers? 





(Continued from page 611) 


reached a low point recently, with 
improvement ahead. As a manu- 
facturer of diesel and gas engines, 
and compressors, used in oil, gas, 
chemical and marine fields, Coop- 
er-Bessemer should benefit from 
any future expansion in these in- 
dustries. The current earnings 
trend is favorable and profits for 
the year 1959 should be well in 
excess of the depressed level of 
1958. 


Link-Belt is a leading manufac- 
turer of mechanical power trans- 
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mission machinery and various 
types of materials-handling equip- 
ment. Many of its products fall 
into the category of labor-saving 
devices. The company has an im- 
pressive record of sustained earn- 
ing power, especially in postwar 
years. While profits declined dur- 
ing the recession year 1958, they 
turned upward in the first half of 
this year, and continued improve- § 
ment may be witnessed over com- 
ing months. 














Sundstrand Corp. is an impor- 
tant producer of aircraft prod- 
ucts, including a constant speed 
drive. This division now repre- 
sent over one-half of total sales. 
The company also makes special- 
purpose machine tools. account-§j 
ing for almost one-third of its® 
business. Some of the most mod- 
ern automation equipment has§s 
been developed by Sunstrand. 
Many of its machine tools are 
custom-built and a large portion 
of them go to the automotive in- 
dustry. Development of the con- 
stant-speed drive for aircraft con- 
tributed importantly to the sales 
gain in recent years, with 1958 aBarl 
record volume year. Earnings for 
1959 should be better than last 
year. 





















United Engineering & Foundry is 
a leading producer of rolling mills 
and other facilities for steel mills, 
and also manufactures heavy ma- 
chinery and equipment for other 
industries. In spite of the capital 
goods recession of 1958, earnings 
were the highest in the company’s 
history. Competitive factors and 
a lag in shipments may hold 1959 
earnings fairly close to the 1958 
level. However, demand for heavy 
equipment may improve later this§ 
year. 
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Worthington Corp. is a leading 
manufacturer of a wide range of 
heavy machinery, including 
pumps, compressors, turbines, 
generators, motors and other 
products. It is also an important 
factor in air conditioning and re 
frigeration equipment. In _ the 
postwar period, the company ha 
succeeded in holding earning 
power at a well-sustained leve 
notwithstanding the cyclical na 
ture of its business. While recent! 
earnings were lower than a yea 
ago, the company should obtail 
its share of any future capita 
goods expansion. 
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Concluding Remarks 


Viewed as an industry, ma- 
hinery and machine tools are 
ighly cyclical in character and 
ost leading companies in this 
eld have a record of sharp fluc- 
ations in earning power. They 
re dependent on orders from 
ther industries. which reach a 
arge volume in boom times and 
ag off to a low level in periods of 
ecession. Further. one or more 
egments of the machinerv and 
achine tool business may be in 
n uptrend, while other segments 
ntinue to decline. Nevertheless, 
ere is a strong tide today to- 
ard plant modernization, with 
articular emphasis on automa- 
ion and labor-saving equipment. 
Also, there are indications of 
me increase in plant expansion, 
specially in industries not bur- 
enel by over-capacity. Under 
hese circumstances, while care- 
1 selection is called for, stocks 
this group are in a position to 
enefit, if a high level of indus- 
rial activity should be sustained 
ver the coming months and into 
arly 1960. END 





Wasting Our Dollars in Over 
Stock Piling 
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ine tool inventory of about $3.5 
illion. 
Administration, management, 
nd custodial costs for the Strate- 
ic and Critical Materials stock- 
ile alone will exceed $41 million 
the current Fiscal Year. And 
at’s one segment! 
One of the conclusions reached 
high-level examination of 
tockpiles and their uses seems 
aradoxical until the explanation 
ppears: Raw material consum- 


mg facilities are generally more 


ulnerable bombing targets than 
re raw materials producing fa- 
ilities and inventories. This les- 
ens the probability of serious 
aterial shortage in nuclear war. 
herefore, the need for strategic 
nd critical materials would be 
reater in a limited war, or in an 
conomic or political conflict, 
han in a nuclear war. 

The study committee headed by 


lolnian D. Pettibone did not at- 


mpt to downgrade the impor- 


“Hence of ready stockpiles, but its 


embers saw the system as only 
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one factor. Nor did they criticize 
the principle of purchasing to 
guarantee fair markets for criti- 
cal products. But the committee- 
men suggested that, when main- 
tenance of an essential industry 
appears necessary, a plan should 
be developed to make use of many 
agencies of government — not 
merely the stockpilers. These 
would include tariff adjustments, 
imposition of quotas, tax conces- 
sions, and installation of govern- 
ment-owned equipment in pri- 
vately-owned plants. 

And, it was suggested, excess 
supplies should be sold off as soon 
as this can be done without harm- 
ful effect on commodity markets, 
and contracts adding to current 
overage should be made subjects 
of renegotiation. END 





Round-Up of Developing Trends 
of a World in Transition 
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He is unwilling to turn to Nas- 
ser, both because the Egyptian 
leader has his hands full with 
his own problems and also be- 
cause it would make the king of 
Yemen a vassal of the President 
of Egypt. Hence, the burden of 
Western help for Yemen seems 
to fall on the Americans. 

The State Department seems to 
have recognized this and an 
American legation has recently 
been opened up in Taiz, the de- 
sert country’s capitol. This first 
gesture has been followed by a 
second one, the shipment of U.S. 
surplus wheat to relieve famine- 
stricken areas of the country. 
Thus, Yemen is about to become 
engulfed in the East-West strug- 
gle. As the country becomes more 
accessible to foreigners, and to 
foreign investment, the struggle 
is likely to increase. Viewed from 
the vantage point of world affairs 
it may still seem no more than a 
storm in a tea cup. Nevertheless, 
the entire political stability of the 
Arabian penninsula may depend 
on its outcome. 


Foreign Investment in Japan 


For the last two years foreign 
capital was not welcome in Japan. 
Following the investment boom 
of 1956-57, the government direct- 
ly and indirectly discouraged for- 
eign investment. Its most im- 
portant instrument was its re- 
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me 
gy CAN COMPANY, Inc. 
| 17 1st 
COMMON DIVIDEND 
A ~ ey quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable September 
15, 1959, to stockholders 
of record at the close of 
business August 21, 1959. 


59th 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
$.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable October 1, 1959, 
to stockholders of rec- 
ord at the close of busi- 
ness September 15, 1959. 


JOHN N. CARTY, 
Treasurer 


Allied Chemical 
Corporation 


DIVIDEND 


Quarterly dividend No. 154 
of $.75 per share has been 
declared on the Common 
Stock, payable September 
10, 1959, to stockholders of 

record August 14, 1959. 
RICHARD F. HANSEN 
Secretary 








July 30, 1959 








Continuous Cash Dividends Have Been 
Paid Since Organization in 1920 








PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Sep- 
tember 10, 1959 to stockholders 
of record August 14, 1959. 


M. W. URQUHART, 
Treasurer. 








July 29, 1959 



































For A Study of the Oils 
see our 
August 29th issue 











fusal to validate application from 
foreign investors who wished to 
have a guaranty that they could 
convert their earnings into dol- 
lars. Nearly 200 such applications, 
most of them American, have 
been vainly awaiting government 
action. Among these are such 
well-known concerns as Minnesota 
Minning and several large oil and 
electric companies. At the same 
time the government has also dis- 
couraged new technical-aid con- 
tracts by insisting that they be 
limited to five years. These tech- 
nical aid contracts, again largely 
with American companies, have 
been partly responsible for Japan’s 
high level of technical exports. In 
1958 they cost Japan a total of 
$45 million but brought in a mul- 
tiple of this in form of exports 
of goods which could only be 
manufactured under foreign li- 
censing and technical assistance 
arrangements. 

Now, however, it seems that 
the Japanese government may be 
ready to reverse its policy. With 
foreign exchange reserves at a 
postwar peak there seems to be no 
longer any reason to prevent the 
transfer of legitimately earned 
profits or royalties by foreign in- 
vestors. If and when the govern- 
ment does ease on these regula- 
tions it will open the way for a 
new spurt in U.S. - Japanese 
trade. It will also greatly increase 
U.S. private investment in Japan 
which currently amounts to only 
$148 million, a rather small a- 
mount in relation to the size of 
the trade between the two coun- 
tries. END 





What 1959 Second Quarter 
Earnings Reports Reveal 





(Continued from page 591) 
efficiency. 
A Few Profit Margin Difficulties 


The advantage of observing 
profit margins closely is that po- 
tential adverse trends can be spot- 
ted before they show up in actual 
reduced earnings. In the drug in- 
dustry, one of the prime growth 
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groups in recent years, enthusi- 
asm for the stocks has overlooked 
a steady deterioration in margins 
over the last several quarters. For 
many companies this trend con- 
tinued in the second quarter. 
Smith Kline & French, a relative 
newcomer to the Big Board, scor- 
ed a sales rise to $33.3 million in 
the second quarter from $30.7 mil- 
lion a year ago. Earnings ad- 
vanced from 35¢ per share to 42¢ 
in the same period, but profit 
margins, reflecting mounting re- 
search costs and more intense 
competition within the industry, 
receded to 20.4 percent of sales 
from 21.7 percent. 

One decline would have little 
significance, but this magazine 
has been pointing out the steady 
deterioration in drug company 
profit margins for over a year 
now. So far the market has taken 
little cognizance of the fact, but 
unless the situation is reversed 
soon, the adverse margin trend 
may well begin to affect the earn- 
ings picture for many companies. 

A good illustration is Parke- 
Davis & Co., where despite a $5.5 
million increase in sales from the 
$40.3 million in last year’s second 
quarter, per share earnings rose 
only 3¢ to 45¢. But more signi- 
ficantly, profit margins and earn- 
ing per share dropped between 
the first and second quarter of 
this year despite slightly higher 
sales. This trend must be watched 
carefully by investors in the drug 
industry. 


Summary 


Despite these few demurrers, 
second quarter earnings were ex- 
ceptionally good by any standards 
of measurement. U.S. Steel report- 
ed record profits, General Motors 
scored its best quarter since 1955 
and most other major companies 
proved that they are efficient mo- 
ney-making machines. Moreover, 
many industries troubled by over- 
capacity, such as chemicals, pa- 
pers, aluminiums and building 
materials, have demonstrated 
that internal efficiencies can lead 
to increased earnings despite ex- 
ternal troubles for the industry 
as a whole. 

These are the factors that lie 
behind the market’s exceptional 
strength of the last year. Whether 
the trends can be continued, how- 
ever, to an extent that will jus- 
tify the current level of stock 
prices, remain to be seen. END 





Joint-Ventures by American 
and Foreign Companies 
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Boots Pure Drug Co., Ltd., in 
British Saccharine Sales Co, 
Ltd. for the manufacture and dis- 
tribution of the synthetic sweet- 
ening in the British Isles. Mon. 
santo also conducts joint opera- 
tions in France with SA Boussois 
and in Japan with the Mitsubishi 
interests, Monsanto Boussois and 
Mitsubishi-Monsanto Chemical 
Co., Ltd. The French affiliate hit 
a new sales record last year and 
is expanding its plant, although 
Mitsubishi-Monsanto, largely en- 
gaged in the production of poly- 
styrene, encountered severe price 
cutting and operated at a loss. A 
partnership which looks a little 
strange on the surface is that !e- 
tween Monsanto (40%) and the 
Italian Societe Edison (60%), a 
large hydro-electric company, in 
the formation of Sicedison S.n.A,, 
a diversified manufacturer of or- 
ganic and inorganic chemicals. 
Monsanto also has minority in- 
terests in Belgian, Swedish and 
Spanish companies, and derives 
about 20% of its earnings from 
sources outside the United States 
and Canada. Like Dow, Monsanto 
is also a partner with a foreign 
company, Farbenfabriken Bayer 
A.G., in a joint venture operating 
domestically ; this is Mobay Chem- 
ical Co. of West Virginia. 
Other drug and chemical com- 
panies are likely candidates for 
joining the joint venture parade 
and Stauffer Chemical has, in 
fact just announced the organiza- 
tion of a joint operation, Kaili- 
Chemie-Stauffer, with Kali-Che- 
mie A.G., of Germany, to produce 
a special insoluble sulphur for 
marketing in Western Europe. 
One partnership that has a 
special significance in terms of 
the strong penetration of the 
American market by small Euro- 
pean automobiles during the last 
several years is that between 
Chrysler and the Italian FIAT 
(Fabbrica Italiana Automobili 
Torino) for a controlling interest 
of the French Simca Company. 
Simca, which likewise represents 
an abbreviation of a lengthy pro 
per title (Societe Industrielle de 
Mechanique et Carrosserie) is one 
of Europe’s largest and France’s 
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Forecast Profits Mount as Our 
Recommendations Outstrip Market Rise 


— 


SOUND PROGRAM 
FOR 1959-60 


A FULLY ROUNDED SERVICE 
For Protection— Income—Profit 


There is no service more practical . . . more 
definite . . . more devoted to your interests 
than The Forecast. it will bring you weekly: 
Three Investment Programs te meet your 
various aims . . . with definite advices ef what 
ond when to buy and when fo sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 

Program 2 — Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 

Program 3 — Sound stocks in medium and lewer- 
priced ranges to be recommended 
at under-valued prices for sub- 
stantial gains. 


Projects the Market .. . Advises What Action te 
Take . .. Presents and interprets movements by 
Industry of 46 leading groups comprising our 
broad Stock Index. 

Supply-Demand Barometer . . . plus Pertinent 
Charts depicting our 300 Common Stock Index 
- - « 100 High-Priced Stocks . . . 100 Low-Priced 
Stocks; also Dow-Jones Industrials and Rails 
from 1950 to date. 

Technical Market Interpretation . . . up-to-date 
data, earnings and dividend records on securi- 
ties recommended. 

Telegraphic Service .. . If you desire we will 
wire you our buying and selling advices. 
Washington Letter—Ahead-of-the-News interpre- 
tations of the significance of Political and Legis- 
lative Trends. 

Weekly Business Review and Forecast of vital 
happenings as they gevern the outlook for busi- 
ness and individual industries. 





, sign of the soundness of Forecast service is the 
steady flow of renewals reaching us, many for two years, 
accompanied by such comments as, “Many thanks, service 
rendered has paid for itself many times over” .. . “Enclosed 
is $200 for 2 years service. I have profited from your advice, 
and safeguarded my principal.” 


—Our June 23 recommendation of Pullman at 637% has 
now reached 70%. Our May 26 buying signal on Olin 
Mathieson was at 51% and it has quickly moved to 57. 


—Of our February recommendations Deere, selected at 54 
sprinted to 68% following a report of 53% earnings rise 
in the latest quarter; while Schenley chosen at 371, is 
now 44%. 

—Ist National City Bank recommended at 65 is now sell- 
ing at 89 with earnings aided by higher interest rates. 


It is evident that even a 25-share commitment in such se- 
lections quickly repaid subscribers for their investment in 
our fee. Stocks bought prior to this year show huge gains 
such as 200% now available on Sperry Rand and 300% on 
International Tel. & Tel. 


JOIN IN OUR NEW PROGRAM — LOOKING TO 1959-60 


By enrolling now you will receive the names of all our 
new and coming recommendations as we release buying 
advices. Once you buy them you will have the security of 
knowing that we will advise you from week to week in our 
bulletins just how long each stock should be retained—when 
to take profits and where and when to reinvest. 


This supervision is provided for every Forecast bulletin 
recommendation so you will never be in doubt concerning 
your position. 


Mail your enrollment today with a list of your holdings 
(12 at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our new selections and coming opportuni- 
ties as we point them out to subscribers. 





SPECIAL OFFER—Includes one month extra FREE SERVICE 








Mail en on 
Today 


SPECIAL OFFER 


‘service «= $75 
$125 c 


| MONTHS’ 
SERVICE 

Complete service will start at 

once but date as officially be- 

#nning one month from the day 

your check is received. Sub- 

scriptions to The Forecast are 





THE INVESMENT AND BUSINESS FORECAST 


I enclose (] $75 for 6 months’ subscription: [] $125 for a year’s subscription 


Air Mail: $1.00 six months; 
one year in U. S. and Canada. 
cial Delivery: ([) $7.80 six months: 
$15.60 one year. 


State 


Your subscription shall not be assigned at 
any time ce he. *- your ry 











of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 

OO $2.00 0 Telegraph me collect your Forecast ree- 
ommendations . . . When to buy and 
when to sell . . . when to expand or con- 
tract my position. 


last up to 18 of your securities for eur 
tial lytical and advisory report. 


Smit 














tible for tax purposes. 
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principal non-governmental manu- 
facturer of automobiles, trucks, 
tractors and agricultural machi- 
nery. Chrysler entered this situa- 
tion only in August of last year 
when it purchased a 25% interest 
— 15% from Ford and 10% from 
outside sources. FIAT holds an- 
other 30%, comprising a majority 
between these two partners, while 
the remainder is privately held, 
and traded on the American Stock 
Exchange. 

Last November the financial 
community was entertained by 
the struggle, carried on in a sur- 
prisingly un-British manner, be- 
tween Reynolds Metals and 
Aluminum Co. of America for 
control of the British Aluminum 
Ltd. The outcome was a victory 
for the former, which left it in 
possession, jointly with its British 
ally, Tube Investments Ltd., of 
all but a handful of the formerly 
publicly held venerable metal pro- 
ducer. While this coup technical- 
ly transforms British Aluminum 
into a joint venture, it is not a 
typical example in the context of 
the present article, as the em- 
phasis here is upon new enter- 
prises representing an initial en- 
try into foreign market. 

Among other American com- 
panies which are utilizing joint 
venture as a means of foreign ex- 
pansion, Armco Steel has recent- 
ly established a German affiliate, 
Armco - Thyssen, jointly with 
Thyssen - Huette A. G., and an 
Italian unit, Armco - Finsider, 
in collaboration with the Soc. 
Finanziaria Siderurgica, both of 
them to manufacture culverts, 
“multi-plate” and roadguard in 
these parts of Western Europe 
where automobiles are finally be- 
ginning to become a common pos- 
session and highway construction 
is expanding accordingly. The 
German branch has already com- 
pleted its factory at Dinslaken. 





CORRECTION: In the issue of 
August 1, our story on Insider 
Transactions, contained a table, 
appearing on page 577 of that 
issue, in which the auarterly 
earnings for General Dynamics 
and Sperry Rand were inad- 
vertently placed in the wrong 
columns. This quarterly earnings 
for these companies should have 
read as follows: 
First Quarter 
Earnings per share 


1959 1958 
Gen. Dynamics ............ 0.60 1.01 
Sperry Rand ................ 0.31 0.05 














Scott Paper and Bowater have 
had a joint operation in England, 
Bowater-Scott Ltd., engaged both 
in manufacturing and _ selling, 
since 1956, and have just estab- 
lished a new venture of similar 
name in Australia. Bowater-Scott 
of England also has a joint ven- 
ture of its own, Bowater-Scott 
Continental S.A., at Brussels with 
the Papeteries de Belgique. 

B. F. Goodrich has just estab- 
lished a joint enterprise, Chemis- 
che Industrie AKU, with the 
Dutch Algemene Kunstzijde 
Unie N.V., to manufacture and 
sell synthetic rubbers in the Eu- 
ropean Common Market area. 
Carrier Corp. has recently orga- 
nized an English and a Scottish 
affiliate. both in conjuction with 
Stone Platt Industries Ltd. In a 
more complicated arrangement, 
Blaw-Knox set up late in 1958 a 
British affiliate, Blaw-Knox 
Chemical Engineering in which 
it holds 52% and its local partner. 
Blaw-Knox Ltd., 48%. The A- 
merican company also holds a 
36% interest in the British par- 
ent. 

Summing Up 

The foregoing summary pro- 
bably includes most of the im- 
portant existing joint ventures 
between American and foreign 
companies, although new ven- 
tures are now being formed al- 
most every month and it is quite 
possible that some _ significant 
omissions have been made. (Joint 
ventures in the mining and pet- 
roleum industries have been deli- 
berately omitted from this dis- 
cussion. In contrast with the 
“new” joint ventures, internation- 
al corporate combinations to ex- 
ploit mineral resources are old 
and familiar, but they typically 
operate in countries foreign to 
any of their parents and do not 
serve the purposes of “localizing” 
foreign trade.) But these ven- 
tures do not by any means re- 
present the total foreign interests 
of the American companies in- 
volved. Rather, such collaborative 
undertakings with foreign com- 
panies are so far of only minor 
collective importance to American 
industry, and by themselves de- 
serve little attention. As indicated 
above, however, the joint ven- 
ture may well become the typical 
vehicle of American participation 
in foreign industry in the future. 
and accordingly deserves our im- 
mediate attention. 
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It is true that it is much easier 
to do this in some countries than 
others. Most of the joint ventures 


so far established have been inf 
western Europe. Outside of Eu-f 
rope, Japan is beginning to prove f 
a fertile field, and India, long aff 


private preserve for British capi- 
tal, may also be opened up for 
American participation. In other 
parts of Asia, in Africa, and in 
South America, however, ‘he 
joint ventures with a domestic 
partner are negligible. The ad- 
vantages which western Europe 
offers are obvious. This area |ias 
a standard of living approach) .g J 
our own. Establishment of ‘he 
European Common Market lias 
eliminated internal barriers «and 
widened the area of distribution, } 
making practicable factories in 
small countries that could not} 
previously justify heavy invest- 
ments. These countries are not 
excessively nationalistic, and are 
accustomed to forms of business 
organization more or less sim: lar 
to our own. 

It is an entirely different story 
in the backward countries of Asiaf 
and Africa. Because the excessive 
nationalism characterizing these 
countries often views any foreign} 
undertaking with misgivings, the? 
joint venture should be a “natu-} 
ral” in a political sense. Unfor- 
tunately, the same countries are 
often entirely lacking in domestic) 
capital, managerial ability, and> 
even in the spirit of enterprise? 
In some countries, of which Bur-f 
ma is probably the most outstand-F 
ing example, these obstacles have 
been overcome by the formation) 
of joint undertakings between 
foreign companies and the gov- 
ernment, but such a strange hy- 
brid is certainly a less desirable 
form of collaboration than thef 
joint venture with corporate par-F 
ents only. : 

The joint venture by itself, ac-§ 
cordingly. cannot be the answelf 
to all problems in opening foreign} 
plants. By definition it requires 
at least two partners, and if both 
of them do not have something 
tangible to contribute, the device 
is meaningless. Nevertheless, for 
many purposes it has strong ad 
vantages over either the whollyf 
owned foreign subsidiary or the 
affiliate where the outside inter 
est is dispersed. These advantages 
make it probable that Americal 
investors will encounter joint ver- 
tures more often in future. EN) 
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Take Care of Your Investments Now 
So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 


Whose investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality .. . for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. . With a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth... 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








- ull information on Investment Management Service is yours for the asking. Our rates are 
hased on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee . . . and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 


120 WALL STREET 


NEW YORK 5, N. Y. 








This story is right under your nose 


This is the story of cigarette paper. Though you’d 
never notice it, the two sides of this papér are 
different in texture. 

When your cigarette burns, this difference 
causes the paper to curl in slightly toward the 
tobacco. This crimping action helps hold -the 
tobacco in place, keeps the paper itself from 
flaking off. 

The American Tobacco Company’s Depart- 
ment of Research and Development had a sub- 
stantial part in the improvement and perfection 


of this special, pure-flax fiber paper. Today, it is 
used on all our cigarettes. But our scientists 
haven’t lost interest in it. Now their job is to 
guard the quality of all the paper we use. So 
daily tests are carried out for uniformity, white- 
ness, porosity, burning rate and freedom from 
flaws. 

The story of cigarette paper is one episode in 
American Tobacco’s long history of experience 
with tobacco. It’s another illustration of the care 
we take to make cigarettes of matchless quality. 


FIRST 


IN CIGARETTE 


RESEARCH 


LUCKY STRIKE+ PALL MALL+ HIT PARADE + HERBERT TAREYTON + DUAL FILTER TAREYTON 
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